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WORLD NEWS ] BUSINESS NEWS 


Brussels proposes 
shorter hours for 
over 5m workers 


Telefonica plans to 
replace dividend 
with shares issue 



The work time of more than 5m 
European transport workers and 
junior hospital doctors will be 
limited to an average of 48 hours 
under European Commission 
proposals outlined yesterday. It 
would extend the EU’s “working 
time directive", and governments 
would be expected to adopt the 
proposals by the end of 1999. 
Page 18 


Repubficans endorse Lhringston 
Republicans In the US House of 
Representatives endorsed Bob 
Livingston to succeed Newt 
Gingrich as House Speaker. 
American news. Page 4 

Argentina to extend Nazi probe 
Argentina is to extend an investi- 
gation into the role of Nazi war 
criminals and sympathisers in 
post-war society. Latin Ameri- 
can news, Page 3 

Mexican business joins fuel protest 
Mexican business has joined a 
chorus of protest against a sharp 



'“lise in fuel prices and govem- 
/ merit proposals to raise taxes 


merit proposals to raise taxes as 
part of an austere 1999 budget. 
Latin American news, Page 3 

Israel nay start ptifback tomorrow 
Israel could begin a phased 
troop withdrawal from the West 
Bank tomorrow, finally starting 
implementation of the Wye Plan- 
tation peace accord. Interna- 
tional news, Page 8 


Intel, the world’s largest 
computer chip company, 
accused UK retailer Dixons of 
charging high prices for personal 
computers. Page 16 and Lex 


Mnennum bug stBI a menace 
Checks by some of the biggest 
corporations in the US and 
.Europe showed serious flaws in 
work already done to tackle the 
millennium computer bomb. 
Int e rnati onal news. Page 8 


Safeway, the -UK’s fourth largest 
food retailer, sounded a warning 
note over expectations for Christ- 
mas in the normally resilient food 
sector, as it reported an IB per 
cent drop in first hatf profits. 

UK companies. Page 24 and 
Comment 


Starr to testify on Lswnsky affofr 
Kenneth Starr, the independent 
counsel, will today testify about 
foe Monica Lewinsky affair 
^ : txfore the US House Judiciary 
’^Jfrnmfttee. American news, 
Page 4 

ttEPs may earn same salary 

New European Parliament mem- 
bers elected next June could 
earn a uniform annual salary of 
about Ecu68,000 (579,000) wher- 
ever they come from, under pro- 
posals approved in Strasbourg. 
European news, 

Page 2 

Japan may waive car tax 
The Japanese government is 
considering waiving a tax on new 
car purchases If consumers trade 
in used models. The controversial 
plan is the latest in a recent 
series of proposals aimed at 
v reviving consumer sentiment 
\ Asian news. Page 6 

vVrince Jefri wins KPM6 battle 
&-"jMnce jefri of Brunei, foe disaf- 
firmed younger brother of the 
. Sultan, won his fight to stop 
KPMG, his former personal 
accountants, working for Brunei 
Investment Agency in its investi- 
gation of the sultanate’s 
finances. UK news. Page 9 

Barer attacks gold rush mentality 
The gold rush mentality pervad- 
ing us business is based mainly 
on illusion, and many executives 
are ifi-prepared for the inevitable 
downturn, according to Watt Dis- 
ney chief Michael Eisner. Ameri- 
can news, Page 4 

Wanting on Chinese exports 
Conditions for Chinese exporters 
may worsen next year but a 
strong balance of payments will 
continue to underpin the cur- 
rency. Dal Xlangtong. China's 
central bank governor, said. 

Asian news, Page 6 


An on One Mamet-based service, 
aiming to link businesses around 
the world which want to trade 
with each other, is to be 
launched today by a consortium 
of business groups. Companies 
in The Americas, Page 20 


American Express, US financial 
services group, is seeking a 
licence to launch its ffoanclal 
brokerage division ft Japan. Tbe- 
move is part of a plan to sell US- 
styfe investment products to Jap- 
anese consumers. Companies 
and markets, Page 17 

General barfing companies In 
Japan reported disappointing 
interim results, reflecting Asa’s 
economic problems and difficul- 
ties in focusing on profitable 
areas. Companies and markets. 
Page 17 


NTT DoCoMo, cellular phone 
operator that listed last month in 
the largest initial public offering 
In the industry, reported interim 
pre tax profits 42 per cent ahead 
at Y233.1bn ($1.9bn), helped by 
foe Japanese market’s expan- 
sion. Aslan companies, Page 18 


3Com, US manufacturer of 
computer modems, is drawing up 
plans to bring simple "plug-and- 
play” high-speed internet actress 
to the personal computer market 
International companies. 

Page 19 

Telecom ftsrtia, troubled telecoms 
group, and oH and gas conglom- 
erate Ehi, Italy's two largest com- 
panies in terms of stock market 
capitalisation, are set to appoint 
new chief executives. Interna- 
tional companies. Page 19; 

Lex, Page 16 
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Corporate leadership 
There is an alternative 
to mthlessness 
Viewpoint, Page 10 









Robert Mondavi 
Lessons from 

•; j 

* the vintage years 
. . .. . : Interview, Page 25 


Business of Travel 
Fears of recession 
slow spending 
Separate section 


Madrid and 


Milan back 
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Telefonica, Spanish telecoms 
company, announced plans to 
give shareholders bonus shares 
instead of paying a dividend. 
European companies. Page 21 

Teiefcmmmftacia Polska shares 
Jumped 11.2 per cent when trad- 
ing began on foe Warsaw stock 
exchange in Poland's national 
telecoms operator. The move 
marked completion of central 
Europe's biggest stock market 
flotation. European companies, 
Page 21 

Euro Disney, operator of the 
Paris-based theme park, warned 
of tough challenges in 1999 as it 
reported a 34 per cent increase 
in annual net income to FFr2 90m 
($52m). Companies and mar- 
kets, Page 17 

Tire French railway authority and 
the Polish city of Krakow were 
among a wide range of borrow- 
ers that took advantage of an 
Improvement In market condi- 
tions to issue bonds. Companies 
and markets. Page 17 
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Momentum builds for alliance of bourses 
as Paris softens its hostility to link-up 
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By tflhcent Boland hi London, 
David Write in Madrid and 
Paul Betts bi MRai 
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Momentum towards the creation 
of a pan-European stock 
exchange to trade blue-chip 
stocks accelerated yesterday 
when the Madrid and Milan 
bourses said they wanted to join 
the planned London-Frankftirt 
link-up. 

At the same time, Paris 
appeared to be softening its hos- 
tility to the Anglo-German agree- 
ment and will host a meeting 
next week of Europe’s leading 
stock exchanges. The parties will 
seek a breakthrough on how a 
pan-European exchange would be 
structured. 

The meeting will be the first 
since the London and Frankfurt 
exchanges launched plans in July 
to set up a common trading sys- 
tem for leading UK and German 
shares. Details of the meeting are 
expected to be unveiled today by 
the Society des Bourses Fran- 
gaises, which runs the Paris 
financial markets. That suggests 
that French plans for a rival alli- 
ance of exchanges have col- 
lapsed. 

European bourses are under 
pressure to consolidate because 
of the launch of the European 
single currency and increased 
competition, both internally, and 
extehfiiliy. ^ The New York Stock 
Exchange and Nasdaq, the US 
market for growth companies, 
have been making strenuous 
efforts to woo European compa- 
nies to list in the US. 

The Madrid bourse yesterday 
announced it intended to join the 
Anglo-German alliance, the first 
European exchange to formally 


indicate its readiness to sign up 
for the venture. 

The Borsa Italians also gave a 
strong signal that it was ready to 
follow Madrid’s lead, while the 
Amsterdam stock exchange has 
signalled its interest in joining. 

That leaves the French stock 
exchange. Europe's third largest 
by market capitalisation, as the 
only large European bourse to 
declare its hand. The SBF was 
not a party to the talks that led 
to the launch of the London- 
Frankfurt alliance and was ftari- 
ous at being excluded. 

It is understood that talks were 
held in London last week 
between the SBF and the alliance 
in an attempt to overcome 
French objections to the struc- 
ture of the Anglo-German deal. 
One of Paris's main demands is 
that it be treated as an equal 
partner with the London and 
Frankfurt exchanges. 

The exchanges hope the Paris 
meeting will allow them to 
thrash out details of the trading 
system and to determine how 
control should be divided among 
the European exchanges. 

Stefeno Preda, chairman of the 
Borsa Italiana, said the Italian 
market was interested in joining 
the alliance “provided a joint 
project committee is set up to 
enable all parties ha the alliance, 
bog and smaller, to manage and 
organise together the process of 
creating the European market” 

Madrid officials warned that 
detailed negotiations on its entry 
would have to await the response 
of other European exchanges to 
the alliance's proposaL 
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Mahathir and Primakov put brave face on troubled Apec summit 


Malaysian prime minister 
Mahathir Mohamad, right, and 
Russian counterpart Yevgeny 
Primakov pause on their way to a 
session of foe troubled 


Asia-Pacific Economic 
Co-operation summit Mr 
Mohamad, who is hosting the 
get-together, continued foe 
controversy raised by Malaysia's 


treatment of pro-democracy 
demonstrators, hinting that he 
might tighten his gnp on them. 
Apec report, Page 4 

Picture: Reuters 


ECB MAY FOLLOW FED SOON AFTER DEBUT OF SINGLE CURRENCY 


Hope of rate cut for euro 


By Tony Barber In Frankfurt 


London stocks, Page 36 
World stocks, Page 40 


European groups 


win big S African 


The US Federal Reserve’s third 
interest rate cut in two months 
raised expectations yesterday 
that the European Central Bank 
would cut rates for the euro soon 
after the currency's debut on 
January L 

Economists predicted the ECB, 
which will he responsible for 
monetary policy in the 11 coun- 
tries adopting the euro, would 
follow the Fed’s reduction with a 
cut of 0.3 percentage points in the 
benchmark rate of the single 
European currency during the 
first three months of 1999. 

Assuming a starting point of 
per cent, the present level in 
Germany and France, this would 
bring the euro's key rate down to 
8 per cent 

The Fed, citing continuing 
“unusual strains’* in financial 
markets, cut the target for its key 
federal finds rate on Tuesday by 
a quarter of a percentage point to 
4.15 per cent 


The Fed's cut provides a conve- 
nient argument for an early rate 
reduction by the ECB. It follows 
a warning from the Organisation 
for Economic Cooperation and 
Development that central banks 
should be ready to ease monetary 
policy' to maintain growth in the 
international economy. 

Any hopes of an interest rate 
cut in Germany before the end of 
the year have been all but 
dashed. The policy-making coun- 
cil of the Bundesbank meets 
today and is expected to bold its 
own benchmark rate at 3.3 per 
cent - the level at which it is 
already aligned with France and 
the Benelux countries - to 
ensure a smooth convergence of 
rates among the 11 countries in 
the run-up to the euro. 

“We no longer expect an inter- 
est rate cut. even though the 
Bundesbank would have ample 
reason to make one.” said Eck- 
bard Schulte at Industrial Bank 
of Japan in Frankfurt. 

Tbe ECB. Bundesbank and 


other national central banks 
have come under pressure from 
centre-left European politicians, 
particularly in Franco. Germany 
and Italy, to accept that interest 
rate cuts are a legitimate way uf 
stimulating job creation and eco- 
nomic growth. 

But Wim Duisenberg and Hans 
Tietraeyer. the presidents of the 
ECB and Bundesbank, have 
insisted on the principle of cen- 
tral hank independence. They 
have told the politicians that 
Europe's high unemployment Is 
caused more by labour market 
rigidities and lack of tax reforms 
than by tight monetary policy. 

Economists said that the ECB 
might have resisted making an 
early rate cut for fear of being 
seen to compromise the bank's 
statutory independence. How- 
ever. the Fed's reduction should 
make it politically easier for tlie 
ECB to make its move sooner 
rather than later. 


Battle- worn Lafontafne, Page 3 


arms contracts 










By Victor MaBet in Pretoria 
and Hchaal Skaptnker In London 




Europe’s weapons manufacturers 
landed billions of dollars of 
orders yesterday as South Africa 
chose UK. Swedish, German and 
Italian groups as the preferred 
companies to refurbish its armed 
forces, and the United Arab 
Emirates signed a deal with Das- 
sault Aviation of France. 

Thabo Mbeki, South Africa's 
deputy president, announced 
R30bn ($5-2bn) of proposed orders 
from British Aerospace. Saab of 
Sweden, Agusta of Italy and Ger- 
man arms consortia. A partner- 
ship between BAe and Saab will 
supply 28 Gripen fighters, worth 
Rllbn - the aircraft's first export 
order. German consortia will pro- 
vide frigates and submarines. 

Separately, the UAE signed a 
$3-2bn deal to buy 30 Mirage 
2000-9 military aircraft from Das- 
sault. The French company will 
also upgrade 33 older Mirage 
2000-5 aircraft. Industry dbsenrers 
said plans by Abu Dhabi to spend 
S&fihn buying 80 F-16 jets from 
Lockheed Martin of the US had 
run into trouble because Abu 
Dhabi wanted the control codes 
to the aircraft Lockheed Martin 
said it still hoped the deal would 
go ahead. 

US defence companies were not 
invited to bid for the South Afri- 
can order because erf a US weap- 
ons embargo against Pretoria. 
Hie ban - lifted earlier this year - 
was imposed because Armscor, 
the South African state weapons 
company, was found to have vio- 
lated US arms export controls 


when apartheid was still In force. 

Mr Mbeki strongly denied 
South African press reports that 
Trevor Manuel, fwanre minister, 
had objected to the expense of 
the' order, which Is likely to be 
paid for out of the defence budget 
over more than a decade. 

South Africa wants to reduce 
the size of its armed forces but 
modernise their equipment. 
Because of sanctions against the 
white minority government in 
the apartheid era, much of tbe 
country’s military hardware 
dates hack to the 1960s. 

In addition to the Gripen order, 
BAe was provisionally selected to 
provide 24 Hawk trainer aircraft 
worth R4.7bjL GKN Westland of 
the UK will provide four mari- 
time helicopters worth R787m. 
The German Frigate Consortium 
was selected to provide four ships 
worth R6bn and the German Sub- 
marine Consortium three subma- 
rines worth R 5 . 2 bo. Agusta of 
Italy, will provide 40 light utility 
helicopters worth R2Jbn. 

South Africa demanded that 
bidders provide ‘'offset" work in 
the country in the form of invest- 
ments in military and civilian 
industries. Alec Erwin, South 
African trade and industry minis- 
ter, said the preferred bidders 
had agreed to invest R26hn in 
various sectors, including steel, 
automotive components, machin- 
ery, textiles, plastics and 
chemicals 

These projects would generate 
ft&9bn of exports and R25bn of 
local sales over seven years and 
create more than 64,000 Jobs, he 
said. 
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A word of advice from 


Europe’s largest international 
legal practice. . . 


Europe has come together. So have we. 
Unklaters & Alliance is a new integrated 
international law practice able to offer 
cross-bonder, mufti-jurisdictional advice 
from one source. And one point of contact. 


1900 professionals from five top European 
practices in 16 key business centres now 
offer you the benefit of our combined 
international experience to meet the needs 
of a rapidly changing market place. 
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REVISED EU STRATEGY DISPUTE WITH US OVER PHARMACEUTICALS AND COSMETICS AVOIDED 
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Threat of ‘mad cow’ trade row lifted 


By Michael Smith in Brussels 

* Ih.imcmi M HiN li.H I a .. 1 1 IP! 1 1 BP 1 1 1 1 ■■ 

The threat of a New Year 
trade row between the Euro- 
pean Union and the US over 
trade in cosmetics and phar- 
maceuticals containing cat- 
tle ingredients was lifted 
yesterday when the Euro- 
pean Commission unveiled a 
revised strategy for fighting 
BSE or “mad cow” disease. 

However, the EU execu- 
tive's proposal could 
increase friction between the 
UK and its European part- 
ners. It suggests countries 
where BSE (bovine spongi- 


form encephalopathy) is 
widespread will have to 
adopt tighter controls on the 
disposal of animal parts con- 
sidered most likely to carry 
the disease. 

The Commission's pro- 
posal would require some 
countries to remove and 
destroy “specified risk mate- 
rial" (SRM) including brains 
and spinal cords from cattle 
after slaughter. 

Put forward by the Com- 
mission in blanket form, last 
year in response to the possi- 
bility of a link between BSE 
and a similar disease affect- 


ing humans, the proposal 
would have taken effect in 
January next year. It 
attracted widespread opposi- 
tion In the US. where it was 
feared It would have baited 
exports to the EU oE cos- 
metic and pharmaceutical 
goods containing cattle 
Ingredients. 

The Commission's 
amended SRM proposals, 
would not apply to indus- 
trial. cosmetic or pharma- 
ceutical products and take 
effect only after next Sep- 
tember. The proposals would 
place countries into one of 


four groups, depending on 
the risks posed by their ani- 
mals' exposure to BSE. 

Classification of countries 
would depend on the inci- 
dence of BSE. whether the 
infected animals were 
imported or Indigenous, and 
how diseases were moni- 
tored and dealt with. 

Countries in the first cate- 
gory would not have to 
remove specified materials, 
although it is unclear 
whether any EU states 
would qualify. Those in cate- 
gory four would have to 
remove the highest number 


of animal parts in a m ann e r 
prescribed by the EU. 

Category four standards 
would be more onerous than 
those already in force in the 
15 EU member states, includ- 
ing in the UK where controls 
are among the tightest. 

The meat industry is likely 
to argue that it would be put 
to unnecessary cost under 
the plan. However, Commis- 
sion officials indicated yes- 
terday there would be flexi- 
bility for countries to meet 
the requirements. 

The system could also 
cause friction with trading 


partners which have no BSE 
history, but will struggle to 
win category one status 
because of perceived risks 
from livestock diseases they 
do have related to BSE. 

The SRM obligations must 
be approved by member 
states before they come into 
effect. 

Separately EU farm minis- 
ters are expected to vote 
next week to lift a 30-month 
ban an UK beef exports. The 
Commission said yesterday 
175.772 cases of BSE had 
been repotted in the EU. 99.7 
per cent of them in the UK. 


Uniform 
pay rate 
offered 
to MEPs 

By Neil Buckley in Strasbourg 


New European Parliament 
members elected in next 
June’s EU-wide elections 
could earn a uniform annual 
salary of about Ecu68.000 
i $79,000) wherever they come 
from, under proposals 
approved in Strasbourg this 
week. 

The plan to make MEPs 
into EU employees - instead 
of paying them from 
national budgets at the same 
rates as members of their 
national parliaments as now 

- would end the huge pay 
disparities between members 
from different countries. 

The lowest-paid MEPs, 
from Spain, now earn 
Ecu 33.900 - less than a third 
of the Ecu 115.600 earned by 
Italian counterparts in the 
same job. The plan comes a 
month alter MEPs attracted 
sharp criticism for failing to 
revamp their lavish 
expenses and allowances 
system. 

Many members have 
refused to reform the allow- 
ances - seen by MEPs as a 
way or supplementing sala- 
ries for poorer-paid members 

- before EU states agree to 
grant them a "members’ 
statute” regularising their 
pay and status. 

The EU's spending watch- 
dog, the Court of Auditors, 
found MEPs received 30 per 
cent more in travel allow- 
ances last year than if they 
had flown every journey 
business class. 

If the full parliament 
approves the statute plan at 
its next session in Brussels 
on December 3. it could be 
presented to the EU's Vienna 
summit eight days later. But 
many EU heads of govern- 
ment. who must approve the 
plan unanimously, are wor- 
ried that standardising 
MEPs’ pay could provoke a 
backlash from national par- 
liamentarians who found 
themselves earning less than 
countrymen in the European 
assembly. 

Under the proposals, new 
members would earn 
Ecu5.677.22 a month, the 
average of MEPs' current 
monthly salaries - similar to 
a mid-ranking civil servant 
at the European Commis- 
sion. the EU executive. 

Existing MEPs rc-elected 
next June could choose 
between the new system - 
which could mean a pay cut 

- or retaining their existing 
salary for one parliamentary’ 
term. Members would be 
reimbursed for actual travel 
costs, on production of 
receipts, for business class 
flights or first doss tickets, 
and. as now. would receive 
allowances for general 
spending and secretarial 
costs. 
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Kosovo plan removes Serb authority 


By Guy Dfamore in Belgrade 

■•■■•I ----- »■>■ ■ ■ ■<■■ >— >■ »•«■■■ ■ 

A new US-proposed peace 
plan for Kosovo, partially 
published yesterday, goes 
some way to meeting the 
demands of ethnic Albanian 
leaders by removing Serbia's 
authority and granting the 
province substantial 
autonomy within the 
Yugoslav federation. 

Fighting against time to 
keep a fragile ceasefire in 
place. US mediator Chris 
Hill has presented his latest 
draft to the Serbian 
government. Kosovo 
Albanian parties and the 
separatist Kosovo Liberation 


Army (KLA) which is 
fighting for complete 
independence. 

Extracts of the document 
and annexes, drawn up by 
US State Department legal 
experts Jim O’Brien and 
Jonathan Levitsky, were 
published in the Albanian- 
language newspaper Koha 
Ditore and shown to the 
FT. 

Kosovo would be reserved 
30 seats in the Yugoslav 
parliament and given places 
on the federal government 
and judiciary. 

Previous proposals for 
Kosovo to hold seats hi the 
Serbian parliament have 


been dropped. “There is no 
mention of Serbia in the 
latest plan.” a western 
diplomat said. 

Only defence, foreign 
affairs, customs, foreign 
trade and monetary policy 
would be left to the 
Yugoslav federation, which 
now comprises the two 
republics of Serbia - 
including Kosovo - and 
Montenegro. 

Kosovo would have its 
own parliament but whether 
its leader would also be 
called “president" is still 
open for debate. 

The federal army would 
remain within 10km of 


Kosovo's international 
borders with Albania and 
Maneripniw. but Serbia would 
relinquish all control over 
Kosovo’s police force. 

A new force would be 
constituted in proportion to 
Kosovo’s ethnic make-up 
and placed under an ethnic 
Albanian interior minister 
with a Serb deputy. 

Roughly 90 per cent of the 
population in Kosovo is 
ethnic Albanian. 

Reaction to the latest plan 
has been cautious. Fehmi 
Again, adviser to Ibrahim 
Rugova, leader of the largest 
Kosovo Albanian party, said 
it was a step forward but the 


exact status of Kosovo was 
still too vague. 

Representatives of the 
fractious KLA have object- 
ions but are still considering 
it 

The Serbian government 
has not responded officially 
but previously insisted on 
granting Kosovo autonomy 
“within the framework of 
Serbia". 

The US proposal covers an 
interim period of three years 
after which Kosovo's final 
status is to be resolved. 
Kosovo's Albanian parties 
demand the right to hold a 
binding referendum on 
seif-detennination. 

Paris bid 
to save 
tobacco 
factories 

By Robert Graham ia Paris 

Dominique Strauss -Kahn, 
French finance minister, has 
intervened to halt the clo- 
sure of two factories owned 
by Seita, the French tobacco 
company in which the state 
retains a residual stake. 

His Intervention was 
prompted by a public outcry 
and union protests over the 
closures announced a week 
ago. But his action raises 
questions about the relation- 
ship of the government to 
privatised companies. 

Yesterday, Seita declined 
to comment on the minis- 
ter’s moves, made at the 
request of Lionel Jospin, 
prime minister. Nor is it 
clear whether the govern- 
ment can roll back the man- 
agement’s plans to rational- 
ise production, concen- 
trating output Of its familial- 
Gatdoises and Gitanes ciga- 
rettes at UBe. and cigars at 
Strasbourg. 

Speaking before parlia- 
ment met on Tuesday, Mr 
Straus s-Kahn said he had 
told the Seita management 
“to find other solutions". 
These, he said, had to be 
compatible “with the 
operations of the company, 
in which the state is no lon- 
gs: majority shareholder, as 
well as the question of 
employment and the loca- 
tion of the plants”. ! 

Seita began to be priva- 
tised in 1995 under the Baha- 
dur government Mr Jospin's 
Socialist-led administration . 
agreed to sell off a further 5 
per cent in May, reducing 
the overall state stake to 5 
per cent 

The bulk of the shares are 
now held by international 
Institutional investors, 
including US and British 
pension funds. At the time, 
the management made no 
secret of its desire to boost 
profitability. 

The closures, due within 
the next two. years, will 
affect some 560 people, equal 
to 10 per cent of Seita's 
workforce. They concern fac- 
tories in areas of high unem- 
ployment, at Mortals in Brit- 
tany and Tonneins in the 
Lot-et-Garonne region of 
south-west France. 

With the consumer switch 
away from strong dark 
tobacco, the company argues 
that without restructuring, 
over-capacity will more than 
double to 40 per cent within 
three years. 

Marylise Lehranche, 
mayor of Mortals and junior 
minister for trade awi small 
business, has threatened to 
resign over closure of the 
plant, founded 262 years ago 
and the fourth largest 
employer in the town. 

She says the rationalisa- 
tion goes against earlier 
pledges to keep the cigar- 
making facilities at Mnriai^ 

The government's move to 
find an alternative solution 
to the closures comes as 
Seita faces new pressure on 
sales. 


Oneximbank to unveil debt plan 


By Andrew Jack bi Moscow 

One of Russia's largest 
banks is poised to unveil to 
its creditors in London next 
Tuesday proposals on the 
restructuring of nearly S2bn 
in debts. In the wake of 
losses triggered by the coun- 
try’s economic crisis. 

The plans by Oneximbank 
were being finalised as spec- 
ulation continued about the 
identity of 18 “socially and 
economically important" 
banks that Russia's central 
bank has pledged to prevent 
from failing. 

Victor Gerashchenko, gov- 
ernor of the central bank, 
said on Russian television on 
Saturday that SBS-Agro, 
Menatep, MOST-Bank and 
Vneshtorgbank would be 


Russian 
crisis hits 
agencies’ 
campaign 


among those saved. He said 
it was inconceivable that 
Sberbank, tbe state-con- 
trolled savings bank, could 
fail. 

The governor indicated 
that other banks - including 
Inkombank, which recently 
had its licence revoked - 
would be allowed to go bank- 
rupt But finanrial advisers 
involved in restructuring 
talks argued yesterday that 
it could be many months 
before any bank closed and 
that only a handful might be 
shut, to set an example to 
others. 

The effects of the financial 
crisis of the last few months 
came to a head this week 
with the expiry of a 90-day 
moratorium dictated by the 
Russian government. A 


number of forward contracts 
between Russian and foreign 
institutions came due during 
the period or will do so in 
the coming days. 

In an interview in the 
Kommersant newspaper yes- 
terday, Yuri Maslyukov, first 
deputy prime minister, said 
the government would print 
banknotes worth RbslSbn- 
Rbs20bn ($940m-$l.2bn) 
before tbe end of the year. 
That could pave the way for 
high levels of inflation in 
coming months, helping to 
ease repayment difficulties 
for some of tbe banks with 
rouble-denominated debts. 

Advisers to several west- 
ern creditor banks indicated 
they were analysing move- 
ments of assets, undertaken 
during the moratorium, by 


the Russian banks to wbich 
they had lent money. 

They said they were pre- 
paring for the possibility of 
legal action to recover 
money, but argued litigation 
was likely to be a last resort 
as it risked placing those 
who sued at tbe bottom of 
the pile of creditors in any 
bankruptcy. 

Oneximbank has shifted 
assets to a new institution 
called Rossbank, which is 
likely to underwrite its res- 
cheduled debts. Rossbank 
has also received assets 
transferred from MOST and 
Menatep, and is believed to 
be seeking other equity part- 
ners. 

Spot the sohrent bade. 
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Advertising spend 
has plummeted, 
write Arkady 
Ostrovsky and 
Anthony Robinson 

A Russian tank screeches 
to a halt at a new blue 
and white petrol sta- 
tion. Its goofy commander 
pops out of the turret to 
order a beautiful but terri- 
fied petrol pump attendant 
to “fill it up with the best". 

Thus begins tbe first new 
television advertising cam- 
paign to hit Russian screens 
since advertising spend fall 
dramatically in the after- 
math of the August financial 
crisis. Companies shifted to 
survival mode, slashed 
advertising budgets and 
looked for cheaper, more 
focused ways of reaching 
impoverished consumers. 

For some companies, how- 
ever, such as the TNK ofl 
company, wbich commis- 
sioned the tank advert, Rus- 
sia's financial crisis marks a 
new opportunity to establish 
a brand position and Dll new 
gaps in the market. 

Most TV and poster cam- 
paigns now underway were 
commissioned and paid for 
before debt default, devalua- 
tion and bank paralysis sav- 
aged Russia's consumers in 
late summer. One new 
Moscow poster campaign 
with a Russian flag and the 
stern message, “no one is 
going to help us, Russia has 
to help Itself", is unmistaka- 
bly post-crisis. It was paid 
for by the tax authorities in 
an effort to boost collection. 

Sergei Vasilyev, a director 
of Video International, one 
of Russia's two biggest 
advertising agencies with 



A poster advert in downtown Moscow with the Kremlin towe r in the backjpowid Huub Gofetejn/MT 


almost 50 per cent of the TV 
advertising market, says 
rates have dropped 3940 per 
cent and his company's sales 
have more than halved, vir- 
tually wiping out profits. 
The overall market, worth 
S2.7bn last year and r unning 
at a record S2.lbn over the 
first seven months, has 
shrunk by about SO per cent 
since mid-August “Advertis- 
ing was the first expense 
item foreign companies cut 
The bulk of advertising now 
is by companies which pro- 
duce in Russia.” says Mr 
Vasilyev. 

The number of foreign 
companies advertising on 
ORT, the main state domi- 
nated television channel, fell 
by nearly two thirds from 
130 In September to 50 in 
October, while Russian 
advertisers fell by one third 
from 60 to 39 in the same 
period, according to Premier 
SV. the second largest televi- 
sion advertising agency. 
“Most of the foreign adver- 
tising on Russian TV is a 
left-over from the pre-crisis 
days. It is going to run out 
by the beginning of Decem- 
ber," said Sergei Lissovsky. 
head of Premier SV. 


So far, however, it looks as 
though the industry will pull 
through. Alexander Gukas- 
sov. advertising director for 
the Dutch-owned but 
Moscow-based Independent 
Media group, which pub- 
lishes both English Tangnap . 
newspapers and Russian lan- 
guage editions of a slew of 
glossy magazines, including 
Cosmopolitan and Playboy, 
Is among the optimists. 

“The crisis provides an 
opportunity for second tier 
banks or those with low 
exposure to the risky gov- 
ernment debt market to 
carve out a bigger marital- 
share for themselves." be 
said. “The same applies to 
smaller but well managed 
local companies now adver- 
tising to take advantage of 
their greater capacity to 
compete with expensive 
imports." 

Big multinational mass 
market consumer goods 
companies Intend to con- 
tinue advertising, while nar- 
rowing their focus to cam- 
paigns which stress value 
for money. Companies sur ti 
as Coca-Cola. Procter' & 
Gamble and Cadbury 
Schweppes have spent 


heavily to establish brand 
identification and loyalty. 
They are in tbe Russian mar- 
ket for the long term. 

But advertising agencies 
expect the crisis to shift the 
balance . between Russian 
and foreign clients. “Before 
August, western brands 
accounted for 97 per cent of 
turnover. Advertising of 
Russian brands could now 
amount to 50 per emit of 
total sales,” said Mr Vasilyev 
of Video International. 

Once the most vivid sign 
of Russia's transition to capi- 
talism, advertising has 
become an equally strong 
Indicator of tbe country's 
economic and psychological 
depression. 

“If advertising disappeared 
from TV screens it would 
bring the same sense of 
catastrophe as if red flags 
had failed to appear at the 
May Day parade in Soviet 
days.” said Aleksei Levin- 
son, a director of VTsIOM, 
the leading Russian opinion 
polling agency. “Advertising 
symbolised the defeat of 
Soviet television, the disap- 
pearance of advertising 
would signify its restora- 
tion." 
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Jobless rate falls to * 
lowest level for six years i 

Spain's official unemployment rate fell from 1 8J9 per cent j 
to Just under 18.6 per cent in the third quarter, its lowest * i 
level for six years, according to the national statistics Insti- j 
bits. i 

The Institute's regular survey, which showed a jobless t 
rate weff above that of other European Union countries, is 
believed to overstate the true figure but is taken as the 
best Indicator of labour trends. 

Its figure of 3.04m unemployed was 34,500 less than the I 
previous quarter and 290,300 down over the fast year. 

Taking Into account new entrants on to the job market, i 
this meant that 164,500 more jobs wore created during the \ 
three-month period. The figures followed Bank of Spain j 
estimates showing only a slight slowing art economic 
growth in the quarter to 3. 7-3.8 per cent compared with 
3.9 percent in the first half of the year, despite the recent ,s ' 
International financial turmoil, '■} > 

A report by Banco Bilbao Vizcaya predicted yesterday ; ; 
that vigorous domestic demand and moderate wage rises 
would enable Spain to generate jobs faster than anywhere v. 

else in Europe in 1999. David White, Madrid 
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M WP ^rt-tMUllM Ufl HXWmMi mn ^M- M m «■*!»■—« »■■■«■■»«— m— pwip^m »«!■»■ !■«■!— 

Berlin move ‘on schedule’ 

The German government’s move from Bonn to Berlin next 
summer remains on schedule despite a series of delays to 
building projects, including the chancellery, in the new 
capital. Franz MOrrterfering, the construction minister who 
is responsible for the transfer, also s aid the move would 
remain within its DM20bn ($12bn) budget Recent reports 
of an overall delay and cost-overruns were inaccurate. 

He said completion of the new chancellery building m 
Berlin, originally planned for April 2000, would be delayed 
by six months but that Gerhard Schrdder. chancellor, and 
his officials would be able to work from a provisional 
building previously occupied by Communist East Ger- 
many's council of ministers. The Reichstag parliament 
building, which Is befog rebuilt by Sir Norman Foster, the 
British architect, would be completed on time for the vote 
of the federal president, due to be held in the building next 
May. 

The move is due to take place during the summer and 
parliament and government will start work in Berlin next 
September. Until then, the government will conduct more 
of its business in Beilin, starting with a cabinet meeting 
next Wednesday. Frederick Studemann, Bonn 


BELARUS TELECOMS 


Mobile phones venture 

Belarus, one of the poorest and most conservative coun- 
tries to have emerged from the former Soviet Union, Is to 
establish its first GSM mobile telephone network. 

It has awarded a 10-year concession to Mobile Digital 
Communications, a consortium led by SB Telecom, a 
Swiss-based group of investors headed by the Samawi j. 
brothers. They have mobile telephone interests In Lebar^f ■' 
with a stake in Ubancell, as well as other investments in **" 
telecommunications and power generation in the Middle 
East and Asia. 

SB Telecom holds a 49 per cent share In the new Bela- 
rus venture. Bette) ecom, the stale-owned telecoms utility, 
has 31 per cent and Bettechexport, a private Belarusan 
trading and inves tm ent company, has 20- per cent 

The mobile phone operation is to be launched in Minsk 
in early -1999. MDC Is planning to cover 50 per cent of the 
population and the main cities within 18 months, invest- 
ment in the network is expected to total between $150m 
and $200m by the end of 2002, and the group is aiming to 
attract around 120,000 subscribers within three years. 

SB Telecom was advised in the tender process by the 
investment banking arm of Canadian Imperial Bank of 
Commerce. Kevin Done, East Europe Correspondent 


SWISS BIGINEERING 


■“ £ 


Orders fall 12% * 

# 

Switzerland’s engineering industry, which exports three-. & 
quarters of its output, has reported a 12 per cent drop in 
orders In the third quarter of 1998, its biggest setback fo 
more than two years. 

The Swiss Association of Machinery Manufacturers 
reports that Asian exports of its 180 members fell by 17.5 
per cent in foe first nine months of 1998. Exports to Korea 
fen 66 per cent, to Malaysia by 49 per cent, to Indonesia 
by 45 per cent, to Thailand by 38 per cent and to Hong 
Kong by 29 per cent By contrast, exports to Taiwan rose 
46 per cent fo the first nine months, Indian exports rose 
3J9 percent, and exports to China and Japan were both 
down less foai 10 per cent 

Switzerland's textile machinery industry, foe biggest in 
the world, has been hit particularly hard by the slowdown 
■and has been shedding workers and introducing short- 
time working. WRDanra Hail, Zurich ■ . 


AZERBAIJAN MEDIA 




Editors go on hunger strike 

Editors from 19 Independent Azerbaijani newspapers went 
on a hunger strike yesterday to protest at what they say Is 
a campaign of repression against them by the government 
of Hsydar Aliyev, president 

The editors say criminal cases, which have been opened 
into the alleged defamation of Mr Aliyev in the local press, 
as wed as recent calls for tighter media controls by parlia- 
ment are an effort at renewed harassment and censor- 
ship. Mr AOyev bowed to international pressure and lifted 
official censorship in August in advance of a presidential 
election. The state prosecutor's office fo recent months 
opened criminal cases under a statute prohibiting “defa- 
mation of the honour and dignity of foe president”. Reu- 
ters, Baku 



RUSSIAN SPACE STATION 


Mir lifespan extended 

Russia is likely to extend the fife of the 12-year-okJ Mir 

space station until mid- 2000 , a year later than exoected a 

government official said yesterday. 

The decision may irritate foe US as cash-strapped 
Moscow had pledged to bring down Mir in Junei999 so 
that it could focus its limited financial resources on the 
new international Space Station, the first element of which 
ts to be launched tomorrow. 

The first crew to foe new International Space Station is 
expected to arrive fo January 2000, a year and a half 
behind schedule, because of Russian delays in huiidmn 
foe orbiting station’s living quarters, ™ 

Extending Miris Bfe fo orbit for another vear win 
about $250m and US space offidab 
cem that Moscow Is not financially healthy erwuShTo 
port Mir and Its new mmmionants' ^ 
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men’ scorn Bonn’s economic programme 


a? e fan 


By Frederick Studonann 
in Boni 
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Germany's new centre-left 
government laced a burst of 
tritirism over tts barely. 

tinted economic programme 
~ esterday, when its council 
■Jf economic advisers poured, 
scorn on its plans to boost 
I employment and investment 
I in their annual report, the 
i "five wise men" of the conn- 
{ cil said the govenuneat's 
j planned tax cuts for working 
’ families did not go for 


enough, while business 
would be hit by the closing 
of loopholes in corporate 


They also cast doubt on 
the effectiveness of a pro- 
posed “ecological" tax, with 
which the government p lans 
to use higher energy iatps to 
offset reduced social security 
contributions. 

Hie council said the plans, 
aimed at boosting domestic 

demand and cutting the 
costs of labour, would have 
little impact cm reducing the 


country’s high unemploy- 
ment “At the moment, we 
are simply covering over the 
problems,” said Horst*: Sie- 
bert, one of the council mem- 
bers. 

In an explicit dig at recent 
comments by Oskar lAf on- 
tame, the fi™n» minister, 
and some of his senior offi- 
cials, the council also dis- 
missed as unnecessary 
recent calls for interest rate 
cuts to boost demand and 
ward off the threat of defla- 
tion. whether natinruiTly or 


within the euro-zone. 

The “wise men" said that 
against a backdrop of slow* 
faajfr. growth and uncertainty 
about the implications for 
Germany of turmoil in the 
world economy, the govern- 
ment needed to concentrate 
harder on making structural 
changes to the economy. 
These included a fundamen- 
tal rethinking of the coun- 
try’s generous social secu- 
rity system. 

The council forecast only a 
slight decline in the number 


of Jobless over the next 12 
mouths from 427m to 4,11m, 
a disappointing reduction 
against- the background of 
an upturn in the economic 
cycle. 

The council said the pro- 
posed “ecological” tax. to be 
discussed in parliament 
tomorrow, threatened to 
miss both of its targets, 
namely tbe significant 
reduction of carbon dioxide 
emissions and the improve- 
ment of investment condi- 
tions through the reduction 


of labour costs. 

Exemptions to big energy- 
users meant the boost to tbe 
environment would be lim- 
ited. Reduced labour costs 
generated by* the tax - 
which will use higher energy 
taxes to fund social security 

contributions - may be can- 
celled out by higher wages if 
trade unions succeed in their 
bid to secure higher pay 
deals. 

The government’s plans 
for a tripartite "alliance for 
jobs” of government, busi- 


ness and unions received a 
cautious welcome. The “five 
wise men" said such an alli- 
ance. which the former cen- 
tre-right government of Hel- 
mut Kohl twice tried to 
mobilise in a bid to reduce 
unemployment, could suc- 
ceed only if there were no 
-taboos'' and all “hindrances 
to employment arc put on 
the table". 

The council forecast 
growth of 2 per cent in 1999. 
down from a 2.75 per rent 
increase this year. 
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fialph Atkins reports on how Germany’s finance minister is 
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t was a typical Oskar 
lafontaine quip. “Actually, 
Tm interested in the post 
of Pope," tbe new German 
finance minister said in 
response to rumours last 
week that he wanted to be 
the next European Commis- 
sion president 

But if the gregarious Mr 
Lafontaine thought his jest 
was clever, he was mistaken. 
The lack of an immediate, 
convincing denial only 
fuelled the story - and pep- 
pered tbe endless gossip in 
Bonn about tbe left-leaning 
Mr Lafontaine 's insatiable 
ambition. 

By this week, Hans Tiet- 
iyer, Bundesbank presi- 
lt, was pretending to pray 
Mr Lafontaine at a press 
conference after a Franco- 
German economic summit in 
Bonn, a meeting at which 
the finance minister wrig- 
gled out of another embar- 
rassment his clash with the 
Bundesbank over monetary 
policy. Mr Lafontaine 
blamed mis-reporting. His 
call for an interest rate cut, 
he insisted, was directed at 
tbe new European Central 
Bank, not national institu- 
tions - even if only last 
month he had mocked the 
“infallibility” of Germany’s 
revered Bundesbank. 

So it is a somewhat battle- 
worn Mr Lafontaine that vis- 
its Rome and London today 
for t«n« with Carlo Azeglio 
ipi and Gordon Brown, 




the Italian and British 
fi n ance ministers. But the 
meetings are important tests 
for Mr Lafontaine. as he 
seeks support in harmonis- 
ing European economic poli- 
cies - pert of his plans for 
job and growth creation. 

On Sunday, Europe’s left- 
of-centre finance ministers, 
including Mr Lafontaine, 
gather in Brussels; a day 
later, European Union 
finance ministers are expec- 
ted to discuss plans for rep- 
resenting the new euro cur- 
rency bloc on the 
international stage. 

In his first three weeks In 
office, Mr Lafontaine, who 
also doubles as chairman of 
the ruling Social Democratic 
party, has had to learn fast 
about adjusting to political 
reality. It has been an 
uncomfortable experience 
for a politician who helped 
lead his party into govern- 
ment after 16 years in oppo- 
sition, and who regards him- 
self as riding a new wave of 
thinking on demand man- 
agement. government 
co-operation and interna- 
tional regulation. 

At times, he openly 
courted controversy. His 
expansion of the finance 
ministry to take over signifi- 
cant chunks of the econom- 
ics ministry appeared a 
direct swipe at Gerhard 
Scbrfider, chancellor, whose 
nominee as economics minis- 
ter - dost Sto ll mann, the 


computer entrepreneur 
promptly quit. The incident 
quickly ended any idea of a 
post-election “honeymoon" 
for Mr Schroder. On policy 
issues, Mr Lafontaine’s plans 
for a socially “just" tax 
reform have run into almost 
vituperative opposition from 
industry, which has accused 
him of “redistributive", 1970s 
thinking. The scale of pro- 
test threatens to undermine 
Mr Schroder’s planned “alli- 
ance for jobs" bringing busi- 
ness together with unions 
and the state. 

Meanwhile. Mr Lafon- 
taine’s oft-expressed ideas 
for stabilising financial mar- 
kets by setting target zones 
for tbe main international 
currencies raised sceptical 
eyebrows in capitals around 
the world. 

Is a more temperate Mr 
Lafontaine now emerging? 
One result of the Franco- 
German summit was a 
noticeably softer line on 
managing exchange rates. 
For all Mr Lafontame’s fran- 
cophile tendencies - he 
speaks French and was pre- 
viously . prime minister in 
the federal state of Saarland 
on the harder with France - 
the Bonn-Paris relationship 
has not been a particular 
source of comfort 

French scepticism about 
Mr Lafontaine’s exchange 
rate- ideas prevented agree- 
ment on a common position. 
After the summit, tbe Ger- 
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man finance minister was 
emphasising the importance 
of real economic conver- 
gence to currency stability. 
"Lafontaine’s rapid retreat” 
was the headline in Handels- 
blatt, the business newspa- 
per. 

On interest rates, Mr 
Lafontaine’s visit earlier this 
month to the Bundesbank 
appears to have forced a 
strategic re-think - perhaps 
helped by a little chiding 
this week from Mr Tiet- 
meyer. Now his focus is on 
Europe-wide coordination of 
fiscal and wage policies, as 
well as monetary policy, to 
promote growth and job cre- 


ation. 

Other streaks of pragma- 
tism have emerged - to 
some of which Mr Lafon- 
taine has long adhered but 
which have been obscured 
by his bombastic style. He 
argued in parliament last 
week, for instance, that pres- 
sure on public sector 
finances in Europe “has 
reduced more and more the 
possibility of using fiscal pol- 
icy to combat unemploy- 
ment”. He deplored any 
repeat of I970s-sty!e wage 
demands way above produc- 
tivity Improvements. 

Separately, Mr Lafontaine 
has pledged not to question 


the European Union's stabil- 
ity pact, intended to ensure 
fiscal responsibility in coun- 
tries joining the euro cur- 
rency in January'. He backs 
calls for structural reform of 
Germany's overburdened 
social security system, in 
particular for unemployment 
pay to be focused on the 
most needy. 

At the same time, tbe 
French and German govern- 
ments are drawing up a joint 
paper on economic and 
financial policy, which they' 
hope will drive forward 
European co-operation and 
enhance the process of inte- 
gration as the euro currency 


is launched next January. 
Joint economic initiatives 
will be on tbe agenda at 
today's meetings in London 
and Rome. 

As chancellor. Mr Schro- 
der has staked a lot on Mr 
Lafontaine. There is a theory 
that Mr Schroder has delib- 
erately given bis finance 
minister a loose reign - to 
strangle himself with mis- 
takes and thus to remove the 
threat of a power struggle. 
That theory is almost cer- 
tainly too Machiavellian. 
However, a more bashful 
finance minister might make 
life in Bonn a little less 
hair-raising for all. 


Turkey yesterday launched a 
nationwide crackdown on 
the political party associated 
with Abdullah Ocalan. the 
Kurdish guerrilla leader 
seeking asylum in Italy, 
while the dispute his arrest 
has sparked between Rome 
and Ankara intensified. 

The crackdown, in which 
the People's Democracy 
party iliadep) said 1.137 of 
its members were arrested, 
came on the day of a speech 
to parliament by Mesut Yil- 
tn;»7., prime minister, who 
issued his toughest warning 
yet to Italy to hand Mr Oca- 
lan over to Turkey. 

In his speech, Mr Ydroaz 
warned that Italy's failure to 
hand over Mr Ocalan would 
make it “an accomplice to 
murder". Such a gesture, he 
said, would "not remain 
unanswered" by future 
Turkish governments. 

Massimo D’Alema. Italian 
prime minister, last night 
said the Turkish prime min- 
ister's comments were 
“unacceptable" and that 
Italy would “not be sub- 
jected to unjustifiable intimi- 
dation”. 

Mr Ocnlan's Kurdish 
Workers party (PKKi has 
waged a 14-vear war for 
self-rule in Turkey's south- 
east. a conflict which has 
cost 30,000 lives, .As Turkish 
nationalists applauded Mr 
Yilmaz's speech in parlia- 
ment. Ahmet Turan Demur. 
general secretary of Hadep. 
which wins most of its votes 
in Turkey's Kurdish-major- 
ity south-east, said party 
buildings in 10 locations had 
been raided by police, and 
1,137 people arrested. Rama- 
zan BUgmer. party chairman 
in tbe province of Kocaeli, 
said that Hadep’s provincial 
headquarters had been sur- 
rounded by a rightwing mob. 
and that pleas for help from 
Kocaeli’s governor and 
police chief had been 
ignored. “Our electricity has 
been cut and our doors bro- 
ken. We have had to make a 
barricade to protect our- 
selves” he said. 


. .- ‘jr* 


■ t 


‘In these tunes of turmoil you are looking 
for some peace of mind. You need to know that 
your personal assets are protected.’ 
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Rabobank Private Banking can offer this protection- We are one of tin: very few triple A rated banks 
the world. Wc are of Dutch origin offering tbe maximum strength and security for your assets. 
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You can find Rabobank PrivaK Banking in: 

Geneva: Gerard Jusmfrfi, Branch Manager » Tel. +41 22 71 8 9000, Fax +41 22 71 8 9013 
Guernsey: Ronald van Beck, Managing Director * Tel +44 1481 725147, Fax +44 1481 725157 
Hong Kong: Virginia Kwul, Director * Tel. +S52 21 0 32328, Fax +852 2868 6724 
Luxemburg: Geert Berben, Deputy General Manager • Tel. +352 45 78 80422, Fax +352 452396 
Singapore: Mona Tng, First Vice President • Tel. +65 230 6685, Fax +65 53 62788 , 
Zurich: Bruno Morf, Senior Vice President • Tel +41 1 20 12 R28, Fax +41 1 20 1 3 378 
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Whatever the Effects of the Euro on your business. 
IT ALWAYS PAYS TO BE PREPARED. BllT IT WON‘T COST 
YOU ANYTHING. 


That's because, as one or the world's leading providers 
O f packaged business management information 
SOLUTIONS, WE THINK IT'S OUR lOB TO GIVE YOU THE FACTS, AS 
WEU AS THE SOLUTIONS. 


And that's why we developed Euro Manager, a unique 

SOFTWARE TOOL TO HELP YOU NAVIGATE THE LEGAL AND FINANCIAL 
COMPLEXITIES OF EURO COMPLIANCE. FREE OF CHARGE. 


It TAKES AN INVENTORY OF YOUR BUSINESS PROCESSES- tl 
CALCULATES THE IMPLICATIONS FOR YOUR SYSTEMS. H DOCUMENTS 
THE RESULTS, AND IT'S JUST ONE MORE EXAMPLE OF OUR 
DETERMINATION 10 FIND OUT WHAT YOU NEED AND DELIVER FT* 


For your free copy (CO or web download) and more 

INFORMATION ABOUT EXACT GLOBE FOR WINDOWS - OUR 
PORTFOLIO OF EURO COMPLIANT PRODUCTS AND SERVICES - 
CALL +44 (0) 1784 89*577 OR VISIT OUR WEB SITE AT 
www.exanimeniationaLcom You need to know. 
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SUMMIT ENDS DEBATE URGED OVER REFORM OF INTERNATIONAL MONETARY SYSTEM □ CALL FOR GREATER HEDGE FUND DISCLOSURE RULES 
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rating agencies 


By Peter Montagnon and 
Shefta McKuIty In Kuala Lumpur 




Asia-Pacific leaders wound 

up tbeir summit in Kuala 
Lumpur yesterday with a 
declaration calling for 
greater disclosure standards 
for hedge funds and other 
large international investors, 
and urging broad debate on 
reform of the international 
monetary system as part of 
the solution to the region's 
economic crisis. 

But their declaration, after 
two days of discussions 
marred by a row between 
the US and Malaysia over 
political reform, fell for short 
of endorsing capital controls 
of the type imposed by 
Mabatbir Mohamad, cheir 
Malaysian host. 

Instead, the 21 -member 
Asia-Pacific Economic 
Co-operation forum took a 
swipe at credit rating agen- 
cies, racing for a review or 
institutions such as Moody's 
which this week downgraded 
Japan's sovereign rating. 


And, following recommen- 
dations from both Malaysia 
-mfl Australia, it called for 
discussion of a stronger 
world financi al system to be 
can r red on the Group of 22 
nations which includes 
developing countries as well 
as Asian ones affected by the 
crisis. Participants said this 
would give a more represen- 
tative debate than one con- 
fined to the Group of Seven 
industrial countries which 
has dominated world mone- 
tary policy discussions. A 
call by Australia for a G22 
summit was not taken up. 

The leaders had little by 
way of new concrete mea- 
sures to offer a region mired 
in recession. Instead, their 
10-page communique offered 
a set of guidelines for deal- 
ing with crisis. 

Last night participants 
were trying to put a positive 
gloss on a meeting which 
many admitted privately bad 
been the most difficult in 
Apec's history. This has 
been a very significant sum- 


mi L The leaders really grap- 
pled with real issues with 
earnest and with candour," 
said Saffoaici Numata, Japa- 
nese spokesman. 

But a subdued Dr 
M ahathir , who chaired the 
summit, spent little time 
extolling his achievements 
as he fended off questions 
about his row with the US. 

“Apec has set itself up for 
the long term, but there will 
be years when progress is 
perceived as very slow," said 
Don McKinnon, foreign min- 
ister of New Zealand, which 
is to hold next year's summit 
in Auckland. 

The organisation had 
reached the point where it 
was having to deal with spe- 
cific issues where agreement 
was harder to obtain, he 
said. But there was already 
an important agenda emerg- 
ing for the Au ckland meet- 
ing, covering efforts to pre- 
serve free trade, more 
sophisticated regulation of 
financial and other markets 
and the design of measures 
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Japan bank 


By GBBan Tett In Tokyo 




China’s President Jiang Zemin (toft) with Tung Chee-hwa (centre) end President Habibie 


Reuter 


to keep ahead of financial tern and boost domestic 
market turmoil. demand "is the key to the 

The Call in economic out- restoration of market coofi- 
put has been more extensive dence and growth, not just 
than many had expected, the in Japan, but in the whole 
leaders said in their declare- Asian region”, 
don, but it was now moder- The leaders also stressed 
ating. Japan's commitment the need to push for speedier 
.of public money to restructuring of banks and 
strengthen its banking sys- companies in the affected 


countries to help revive pri- 
vate sector activity. 

Explaining the summit 
criticism of rating agencies. 
Dr Mahathir said they 
should confine their ratings 
to borrowers who bad asked 
for an assessment. 


See Editorial Comment 


Chinese exporters ‘face tough times next year 


By James Banting in Shanghai 
and Peter Montagnon 
in Kuala Lumpur 




Conditions for Chinese 
exporters may worsen next 
year, but the country's 
strong balance of payments 
will continue to underpin 
the currency, Dai XiangJong, 
China's central bank gover- 
nor. said yesterday. 

Mr Dai refrained from an 
explicit pledge that China 
would not devalue next year, 
when asked whether this 
year's promise to maintain 
the exchange rate would 
hold for 1999. 


“Next year, the export sit- 
uation will be difficult, 
maybe even more difficult 
than this year,” he said. 
“But the balance of interna- 
tional payments will remain 
strong. That will provide a 
solid foundation for the ren- 
minbi's exchange rate.” 

In Kuala Lumpur yester- 
day, President Jiang Zemin 
told the Asia-Pacific summit 
that China had “paid a high 
price" for its decision not to 
devalue the renminbi, but 
that was part of its desire to 
help in combating the Asian 
economic crisis. 

The crisis bad put pres- 


sure on China and had bad a 
negative effect on its econ- 
omy, but had not shaken its 
resolve on economic reform. 
Developed countries should 
stimulate economic growth, 
boost domestic demand by 
fiscal and monetary policies, 
and refrain from resorting to 
protectionism. 

China’s decision on the 
currency was a strategic 
one, designed not just for 
this year, Tang Jiaxuan, for- 
eign minister, said. “I 
believe this decision is a 
long-term one." 

China has kept its word to 
hold its currency steady 


since Late last year, but the 
country's exporters have suf- 
fered from the relatively 
high cost of Chinese goods 
overseas, as rival Asian 
exporters have been given a 
competitive boost by the 
depreciation in their domes- 
tic currencies. 

China's exports fell 27.3 
per cent in October com- 
pared with the same month 
a year ago. The trade sur- 
plus slid 38.1 per cent. For 
the first 10 months of the 
year, exports rose 1-3 per 
cent against the same period 
in 1997. 

Mr Dai was reluctant to 


give a direct answer to the 
question of the renminbi 
exchange rate in 1999. 

“If I say [there will be no 
devaluation], you will say 1 
lack self-confidence," he 
said, referring to how the 
Chinese leadership's prom- 
ises not to devalue have at 
times raised suspicions, 
rather than allayed fears. “If 
I don't say it, you will say: 
The central government and 
the central bank no longer 
say it, so maybe the ren- 
minbi will be devalued’.” 

Separately, China yester- 
day confirmed the setting up 
of a new regulatory body to 


oversee the insurance indus- 
try, redrawing the lines of 
supervisory responsibility as 
part of efforts to instil disci- 
pline in the country's finan- 
cial services industry. 

The China Insurance Reg- 
ulatory Commission will 
work directly under the 
State Council, China’s cabi- 
net, with responsibility for 
administering the commer- 
cial insurance industry, the 
state news agency Xinhua 
reported. The body will be 
headed by Ma Yongwei, for- 
mer head of the state-owned 
People's Insurance Company 
of China. 
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Jakarta students resume 
drive to oust Habibie 


wins a 
technical 


Clinton heads for Tokyo 


Fuji, one of Japan's biggest 
banks, will announce tomor- 
row that Ernst and Young, 
the international accoun- 
tancy firm, has given it a 
clean bill of health on its 
exposure to derivatives. 

The move marks the first 
time a Japanese bank has 
used western accountants to 
audit part of its domestic 
operations to calm market 
unease. 

The move hi g hli g hts the 
efforts of some Japanese 
banks to reassure interna- 
tional investors about 
operations. With Japanese 
banks facing problems rais- 
ing dollar funds in interna- 
tional markets, other large 
banks are considering copy- 
ing Fuji's move. 

Fuji's decision to conduct 
the audit was triggered by a 
sharp fall in its share price 
earlier this year after 
rumours that the bank had 
suffered large derivatives 
losses. 

Fuji insists the net value 
of its market-related portfo- 
lio was more than Y300bn 
(J2.4bn) at the end of 
August. Two mouths ago, it 
asked Ernst and Young to 
audit its derivatives portfolio 
and explore whether the 
bank had hidden losses 
through tobashi, the practice 
of shuffling losses between 
accounts. 

The issue of tobashi has 
provoked concern among 
investors since it emerged 
that Yamaichi Securities 
used tobashi to bide losses 
before it collapsed last year. 
The government has also 
indicated that Long Term 
Credit Bank, at present 
being nationalised, used 
tobashi to conceal problems. 

Fuji Bank wfil not release 
its report on the audit until 
tomorrow. But the prelimi- 
nary report claims there are 


3 ?. 

no undisclosed losses in®;. 
Fuji's derivatives contracts p.v 
and its net unrealised losses '■■ ■ 
are fairly stated. It also 
states that Fuji's risk man- M 
agement system broadly • J 
complies with global stan- 
dards, though Ernst and ^ 
Young suggests minor 
improvements such as tight- r- ; 
enlng clerical practices. 

Foreign accountants in 
Tokyo yesterday welcomed 
Fuji's move. Though Japa- 
nese banks have used inter- 
national accountants to 
audit their overseas 




audit tneir overseas 
operations, they have not j. 
used them to examine the*- *,r • 
domestic operations before. w 
“This shows that investor 
pressure is forcing more 
transparency,” one said. 

The audit comes amid 
growing controversy about 
the role of international 
accountants in Japan. These 
have traditionally operated 
in partnership with local 
firms, which have conducted 
local audits in compliance 
with Japanese standards. 

The World Bank recently 
warned that international 
accountants could compro- 
mise their reputation if they 
approved accounts in emerg- 
ing markets which did not 
meet global standards. 

Frank Harding, president 
of the International Federe*. 
tion of Accountants, sa| { 
this danger could apply tb 
Japan as well. “There is a 
situation in Japan where 
international firms are oper- 
ating through members of 
the family firms, so are in a 
position where they often 
have considerable influence 
but not control,” be said. 

“There is concern that an 
international firm may 
sometimes be used to give a 
credibility to accounts which 
comply with local standards 
but do not comply with 
internationally accepted 
standards.” 


to urge action on Asia 


Car tax may 


victory 


By Gerard Baker in Tokyo 


About 4,000 students, determined not to lose momentum 
after last week’s violent dashes with police, resumed pro- 
testing in Jakarta yesterday to push for the resignation of 
President B J. Habibie and his military chief. 

Two demonstrations in the capita] ended peacefully, but 
30 students and police were wounded when a protest in 
eastern Indonesia turned violent Diplomats said the killing 
of eight students last week had given students a rallying 
cry that was attracting other members of society as well. 

The armed forces took out an advertisement in national 
newspapers offering their condolences but students 
demanded an inquest and the removal of General Wirarrto, 
the chief commander. Mr Habibie has stood by Gen Wir- 
anto, but analysts believe he may have to let him go soon 
or risk more widescale protests. Amnesty International 
yesterday urged Mr Habibie to “break the cyde of vio- 
lence” in Jakarta and in restless regions such as Aceh and 
East Timor, saying Indonesian troops continued breaching 
human rights there. 

The largest rally was held near parliament, which recon- 
vened yesterday to debate political laws needed for next 
year's general and presidential elections to proceed. 
Sander Tboenes, Jakarta 
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Two HK concerns close 


Two Hong Kong engineering companies have became the 
latest casualties of the financing troubles at China's invest- 
ment agencies. A Fujian provincial government agency has 
moved to liquidate the assets of Hop Kin Engineering 
Development and China Fujian Engineering (Hong Kong), 
its main subsidiaries In the territory. The two Hong Kong 
offshoots of China Fujian Co-operation for International 
Techno- Economic Corp are understood to have debts of 
more than HKSSOOm (USSSSm). 

China-backed companies have been squeezed by bank- 
ers' reluctance to lend to them in the wake of the collapse 
of the Guangdong International Trust and Investment Cor- 
poration (Gitic). Gitk: was closed down on October 6 
because of its inability to repay foreign debts. China's cen- 
tral bank has pledged to make foreign creditors which reg- 
istered their loans a priority for repayment but no guide- 
lines have yet been issued on the terms for repayment and 
jitters within the bank sector have prompted some banks 
to rein in China lending. 

An inability to repay loans or refinance them in the tight 
credit environment appears to be behind the closure of 
Hop Kin and China Fujian (HK). But bankers say the dual 
liquidation also hints at problems at the parent. The two 
Hong Kong engineering companies were to have played a 
role in the construction of the second runway at the terri- 
tory's four-month-old airport. Louise Lucas, Hong Kong 


A battle between Singapore 
and Hong Kong over futures 
contracts - and for regional 
stock market supremacy - 
was yesterday unexpectedly 
sidestepped by modern tech- 
nology. 

Morgan Stanley Capital 
International, which built 
the Hong Kong index-based 
futures contract, posted a 
blow-by-blow guide plus rele- 
vant information to compil- 
ing the HiMSCI index on its 
internet website - bypassing 
the Hong Kong Stock 
Exchange’s ban on informa- 
tion vendors giving 
exchange price data to the 
Singapore International 
Monetary' Exchange (Simex). 

Simex’s Monday launch of 
the contracts can now go 
ahead unimpeded: invest- 
ment banks wishing to trade 
the contract can create their 
own real-time versions of the 
index using live feeds, and 
then trade on Simex. 

The row began this month, 
when Simex announced 
plans to launch the HIMSCI, 
which mirrors Hong Kong's 
own futures contract 

The HK exchange tried to 
scupper Simex by Invoking 
its contractual agreement 
with information vendors to 
deprive it of real-time data. 

As tempers flared, govern- 
ment leaders sought to 
resolve the issue when they 
met in Kuala Lumpur at the 
Asia-Pacific leaders’ summit 
But diplomacy, it appears, 
bas been overtaken by tech- 
nology. 

The HK Futures 
Exchange, which throughout 
the dispute has maintained a 
dignified and commercial 
approach, was seemingly 
unperturbed by yesterday's 
development 


President Bill Clinton of the 
US belatedly kicks off a trip 
to Asia today with a visit to 
Japan, against a backdrop of 
growing disharmony 
between the world's two 
leading economic powers. 

Mr' Clinton will use his 
first trip to Tokyo since the 
Asian crisis began last year 
to hammer home the mes- 
sage that the US expects 
Japan to do more to lead 
Asia ont of recession. 

“Just as the world looked 
to us in America six years 
ago to put our economic 
house in order, today 
nations look to Japan to take 
decisive steps to help the 
Japanese people to restore 
growth in Asia and around 
the world, " be said, just 
before leaving Washington 
yesterday. 


Though he will extend a 
cautious welcome to the Jap- 
anese government's recent 
efforts to restructure the 
country's financial system, 
he will voice mounting US 
concern at Japan's soaring 
trade surplus and urge much 
greater efforts at promoting 
domestic demand and open- 
ing markets. 

The east Asian tour was 
originally Intended to dem- 
onstrate Mr Clinton's per- 
sonal engagement in the 
region's efforts to pull itself 
out of recession. But the US 
president was forced to can- 
cel the first scheduled leg - 
the summit meeting of the 
Asia-Pacific Economic 
Co-operation forum in Mal- 
aysia, because of the Iraq 
crisis. 

Officials still hope the 
truncated trip - a day and a 
half in Japan and two days 


in South Korea - will give 
an additional impetus to eco- 
nomic recovery efforts. 

In speeches tomorrow in 
Tokyo, Mr Clinton is expec- 
ted to stress the importance 
of a meaningful fiscal stimu- 
lus in bolstering domestic 
Japanese demand. US offi- 
cials were still studying the 
latest package unveiled by 
Keizo Obuchi, the prime 
minis ter, this week, but they 
said previous packages bad 
not been nearly as positive 
as they had been painted. 

In a sign of growing US 
irritation with its rapidly 
expanding trade deficit with 
Japan, Mr Clinton will call 
for a more vigorous commit- 
ment to market opening by 
Tokyo. Trade tensions have 
been exacerbated by a steel 
dispute: the US is pursuing 
an anti-dumping suit against 
Japanese steelmakers. 


be waived 


to spur sales 


By Naoko Nakamae and 
Alexandra Hanwy in Tokyo 
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US to resume secret nuclear 


weapons talks with India 


By Mark WcfwJsan in NswDefH 


US attempts to reconcile 
India's post-nnclear test 
security concerns with the 
global disarmament regime, 
resume today in Rome with 
a seventh round of secretive 
bilateral meetings. 

Strobe Talbott, US deputy 
secretary of state, will con- 
tinue direct, secret 
one-to-one meetings with 
J as want Singh, senior Indian 
government envoy. 

The talks come after India 
conducted a series of nuclear 
tests in May, followed by 
matching Pakistani detona- 
tions, which caused serious 
worldwide concern. 

So for the talks process, 
which India regards as the 
fulcrum of its post nuclear 


test diplomacy, has yielded 
only broad declarations from 
both sides that some prog- 
ress is being made. The sole 
tangible offshoot so for was 
the visit last week of a US 
te chnical team to examine 
India's existing export con- 
trols on sensitive technolo- 


The crux for India is the 
demand by the US and other 
western countries that Delhi 
formalise its unilateral mor- 
atorium on further test 
blasts and accede to the 
Comprehensive Test Ban 
Treaty - a move India is 
reluctant to make without 
western concessions. India, 
in particular. Is seeking hith- 
erto barred access to sensi- 
tive nuclear and dual-use 
technology. 


Fbr the US. however, the 
agenda is broader. In an 
open letter to the Times of 
India last week, Mr Talbott 
said US policy was aimed at 
defusing tensions between 
India and Pakistan, with 
which parallel talks are 
being held. 

Mr Talbott urged both 
sides to consider the dangers 
of continued testing and 
eventual deployment of 
nuclear weaponry. 

He said neither side 
should draw comfort from 
the peace of the US-Soviet 
cold war, suggesting neither 
India nor Pakistan possessed 
the wherewithal to “man- 
age” such nuclear rivalry. 
He urged to intensify then- 
recent resumed bilateral dia- 
logue. 


The Japanese government is 
considering waiving a tax on 
new car purchases if con- 
sumers trade in used models. 

The controversial plan is 
the latest in a recent series 
of proposals aimed at reviv- 
ing consumer sentiment, 
which has soured amid the 
country's worst recession 
since the second world war. 
Earlier this month, the rul- 
ing Liberal Democratic party 
announced a scheme to issue 
shopping vouchers to bring 
Japanese consumers back to 
the stores. 

Spurred by demands from 
car and steel manufacturers, 
the Ministry of International 
Trade and Industry (Mlti) 
and the Ministry of Trans- 
port are discussing a scheme 
that would exempt car own- 
ers who trade in models 
more, than seven years old 
from the 5 per cent acquisi- 
tian tax levied on car pur- 
chases. 

The scheme would be tem- 
porary. Mitl said it was con- 
sidering a six-months to one- 
year lifetime for the plan. 
The idea is modelled on simi- 
lar plans zn France and Italy 
several years ago. 

The plan has drawn criti- 
cism from local government 
bodies, which have been 
squeezed by a sharp decline 
In tax receipts and rising 
debt levels in recent years. 
Since revenue from the. 
acquisition tax is collected 
by local government authori- 
ties, the scheme would in 
effect be subsidised by tVwm 

Many Japanese munic- 
ipalities are already on 
the brink of insolvency 
are unlikely to be able to 


bear the extra burden. 

The Ministry of Home 
Affairs, which represents 
local government bodies, bas 
also voiced opposition to the 
plan because revenue from 
the car acquisition tax is 
used solely for the mainte- 
nance of roads by local 
authorities. 

Some analysts say the 
plan, while well intentioned. 
is short-sighted. The collapse^* 
in demand In Japan and elssgj 
where in Asia bas sent tfi* 
country’s leading car 
truck makers scrambling to 
cut production and trim 
coats, and has led Nissan. 
Japan's second biggest car- 
maker, to consider asking 
for as much as YlOObn 
($820m) in extra funding 
from the Japan Development 
Bank, a government-backed 
institution. 

“There is no doubt it could 
potentially boost demand, 
but as soon as the pro- 
gramme goes away, the 
Industry is still faced with 
excess capacity, with a struc- 
ture built around a market 
that no longer exists. This is 
just delaying the problem, 
not solving it," said Stephen 
Usher, car analyst at Jardine 
Fleming 

When a similar pro- 
gramme was launched in 
Italy, car sales jumped 35 per 
cent but fell sharply once 
the incentive ended, accordyk 
mg to Koji Endo, analyst a* * 
Schraders. 

If successful , the pro- 
Sr&xnxne could have a consid- 
erable impact on the Japa- 
nese economy. A recovery in 
demand for cars and trucks 
would have a spillover effect 
on Japanese manufacturer. 
Including machinery, parts 
and steel makers. 


NEW ZEALAND ECONOMY 


, MM k ■ M* ■ 




Interest rates hit low 


Australian $ seen as fifth most traded currency 


By Gwen Robinson in Sydney 


Wholesale Interest rates in New Zealand fail to historic 
lows yesterday after the Reserve Bank announced a sub- 
stantial easing in monetary policy in response to weaker 
domestic growth and an uncertain global outlook. 

Don Brash, Reserve Bank governor, said he expected 
relatively easy monetary conditions would be necessary for 
at >«**** the next “year or two" at a time of subdued infla- 
tionwy pressures and when there were suggestions of a 
serious global recession. The bank said it expected gross 
domestic product would fall from an estimated 2,3 per 
cent this year to minus 1 per cent next year. 

Interest rates fell 55 percentage points to 4.25 per cent 
after the announcement. The currency saw more modest 
falls, with the trade weighted index dropping 16 points to 
56-34. Terry Hafl, Wellington 


The progressive liberalisa- meat banks, Including Citi- economist at HSBC Markets. Swiss franc of the Asia- 


tion Qf European financial bank. Bankers Trust and In the past four years. Pacific region." 

The Australian dollar could markets, particularly in fond Dresdner, to increase or relo- global Australian dollar for- Indications that the UK 
become the fifth most £re- management would hasten cate their regional foreign eign exchange transactions intends to join the euro cur- 

quently traded global cur- the trend, HSBC Markets exchange-related operations have increased nearly 50 per rency union early next cen- 

rency - moving from its cur- said. to Australia. cent to an average daily tury would further erode the 

rent eighth place - when a Analysts at leading invest- The relatively high liquid- turnover of A$60bn market for foreign exchange 
number of European curren- mart banks in Australia said ity of the Australian market (USS38bn). transatlons between uniting 

ties begin to be superseded yesterday there had been a and Its reputation for high From next year, Integra- European currencies 


In the past four years. Pacific region." 
global Australian dollar for- Indications that the UK 
eign exchange transactions intends to join the euro cur- 
have increased nearly GO per rency union early next cen- 
cent to an average daily tury would further erode the 

turnover of AJSObn market for foreign exchange 


dollar, euro and yen. with 
the Australian dollar, Swiss 
franc and Canadian dollar 
vying for fourth place. These 
currencies will become 
respectively the secondary 
traded currencies of Asia, 
Europe and the Americas." 


by the euro from January L marked increase in the past regulatory standards have tion of some European cur* Switzerland would be (h j f° , P ra * sed 
according to new research six months in European already established the Aus- renties and expected signs of increasingly obllHnd to arirmh T 3 ? 6 , tfae Reserve 

by HSBC Markets. investors in the Australian- bralian dollar as a global cur- recovery In Asia would fur- the euro as a companion cur- ° f ^ coun ' 

For European and US dollar foreign exchange and rency with a daily turnover ther “change the character" rency to its franc CfiI r ral ban** to resist 
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investors, the Australian dol- bond markets. “very much higher than of the Australian dollar mar- “When these changes an» mtcrest when 

lar would provide a c hann el Underpinning the trend would be suggested by ket, HSBC said in a report, complete, the world’s most T “ e ustralian dollar 
for asset diversification in has been the recent move by trade or capital flows," To important respects, the frequently traded current!** recently P J WiFed. It bas 

foreign exchange markets, some international Invest* noted John Edwards, Chief currency will become the will be reduced to the US USgtf&l j ecovered 10 
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Microsoft begins to feel competitive pinch 


By Louise Ketm ki 
San Firancteco and Rcbati 
WoHfa in Washington 

— H— . ... „ 

Microsoft, the world's largest 
software company, came 
n under mounting competitive 
iT>.and legal pressure yesterday 
j following the serious setback 
la its dispute with rival Sun 
Microsystems. 

Lawyers for the US gov- 
ernment said the prelimi- 
nary ruling on Tuesday 

night in the California law- 
suit filed, by Sun would 
strengthen the antitrust case 
against Microsoft which is 
currently being heard in a 
Washington court. 

Microsoft's shares declined 
$1% to *110% in mid-session 
trading yesterday, while 
shares of its internet rival 


Netscape gained 21 per cent 
at 135%. op S6U. on expecta- 
tions of an imminent deal 
with America Online (AOL), 
the world's largest internet 
service provider. 

Netscape Communications 
said it hoped to unseat 
Microsoft as the exclusive 
supplier of browser software 
to AOL, which has more 
than 14m subscribers. AQL's 
shares rose by 8 per cent, or 
9S%, at 38VA. 

Netscape hopes to gain as 
Microsoft's controversial 
“exclusivity clause” in its 
internet browser deal with 
AOL is set to run out in Jan- 
uary. 

“It is no secret that Net- 
scape would love to have 
that business," a software 
industry official said. 


Microsoft's antitrust trial 
had “raised public aware- 
ness” of Microsoft's role in 
the software market, Net* 
scape said. 

A California judge ordered 
Microsoft, late on Tuesday, 
to modify Its win- 

dows SB product as well as 
its internet browser software 
to comply with the terms of 
a licensing agreement with 
Sun. 

In his ruling on Tuesday, 
the federal judge said Sun 
was likely to prevail In its 
lawsuit 

His preliminary injunction 
demanded that Microsoft 
stop shipping products 
that include an altered 
version of Sun's Java 
programming language 
within SO days. 


However, Microsoft’s law* 
yere yesterday insisted that 
the judge's ruling “will have 
no impact on our existing 
customers or existing prod- 
ucts" but would merely 
extend its support for soft- 
ware developers. 

They also dismissed the 
Sun ruling as irrelevant to 
the US government's anti- 
trust lawsuit 

Tom Burt. Microsoft's 
associate general counsel, 
said: “Obviously Microsoft is 
disappointed by the ruling 
but it is a pr eliminar y rul- 
ing, not a final ruling, and 
we look forward to the 
opportunity to put all the 
facts in front of the 
court. 

“The ruling is a narrow 
ruling that will actually 


have very little impact for 
the case in Washington DC 
because it dealt with a very 
technical interpretation of a 
very technical and compli- 
cated contract It has noth- 
ing to do with the cross-plat- 
form capabilities of Java, but 
it has to do with using Java 
specifically for a platform 
like Windows." 

Lawyers for the US gov- 
ernment said Microsoft's 
courtroom defeat repre- 
sented “a great piece of evi- 
dence" which will shape 
their attack in the five- week- 
old antitrust trial. 

Witnesses from Netscape 
Communications, Apple 
Computer and Intel have all 
testified that Microsoft 
attempted to stop develop- 
ment of “cross-platform" 


software which could work 
with Windows-based com- 
puters as well as other 
machines. 

David Boies, the leading 
attorney for the US Justice 
Department, said the judge's 
preliminary injunction in 
the Sun case reinforced tbe 
argument that Microsoft bad 
tried “to destroy cress-plat- 
form aspects ol Java, which 

has obviously been a signifi- 
cant part of our case". 

The US government plans 
to call as a witness James 
Gosling, Sun's chief archi- 
tect of Java, who is expected 
to repeat the allegation that 
Microsoft attempted to 
undermine Java. Sun Micro- 
system's shares were up SIR 
at SSS'i in mid-session yes- 
terday. 


♦Republicans 
endorse 
new Speaker 


TV DEBATE BOUCHARD POISED FOR RE-ELECTION AFTER CHAREST FAILS TO SHINE 






Boost for Quebec separatist 


By Mark Suzman Id W as h ing to n 

Republicans in the US House 
of Representatives yesterday 
formally endorsed Bob Liv- 
ingston as Newt Gingrich's 
successor as House Speaker 
and decided to retain Dick 
Armey, Mr Gingrich’s chief 
deputy, as House majority 
Afeader. 

But in a sign of the party's 
desire to move beyond its 
traditional support base, 
members also elected J.C. 
Watts, the Republican's only 
black member of Congress, 
as House conference chair, 
the fourth-ranking post 
Mr Livingston's nomina- 
tion had been widely expec- 
ted and came on a voice-vote 
before members selected 
their leadership team for the 
new Congress that will take 
office in January. 

He was unopposed for the 
position and is expected to 
focus on building consensus 
within the party and with 
the White House, in contrast 
to the combative Mr Ging- 
rich, who stepped down in 
the wake of the party's unex- 
Hfted election setback ear 
this month. 

However, Mr Armey had 
to fight off a tough challenge 
from opponents after some 
members blamed him for 
contributing to the disap- 
pointing election result. Oth- 
ers wanted to select someone 
who was more telegenic and 
could help broaden tbe par- 
ty’s public appeal. 

In the final vote Mr Armey 
defeated Steve Largent, a 
former football player 
closely associated with the 
party's conservatives, by 127 
to 95 on a third ballot. On 
earlier rounds Jennifer 
Dunn, who had been bidding 
to betxxme the first woman 
■L*n the party's senior leacter- 
i, and Dennis Hastert, 



Bob Livingston; must heal rffts 
In Republican party 

who was a write-in candi- 
date, were defeated. 

All the challengers struck 
a conciliatory note after the 
election, emphasising that 
they Intended to work 
together to try to flesh out a 
new agenda ahead of elec- 
tions in 2000. Mr Largent 
said: “As a result of this 
struggle, our party and our 
conference will be health- 
ier." 

However, analysts warned 
that the size of the vote 
against Mr Armey demon- 
strated that the party was 
still deeply divided. Mr Ging- 
rich appealed to Mr Livings- 
ton to try to ensure that the 
factionalism that had 
wracked the parly in recent 
months was put aside. 

“Your success as Speaker 
will in large measure be 
whether people in this room 
stand together and stand 
united," Mr Gingrich is 
reported to have said after 
Mr Livingston’s election. 

In tbe race for the party’s 
number three job, Tom 
DeLey, the incumbent House 
whip, was also unopposed. 
However, tbe victory of the 
charismatic Mr Watts over 
John Boehner, the incum- 
bent, was an upset 


By Edward Aktau Id Toronto 

Lucien Bouchard, the pro- 
separatist premier of Que- 
bec, appears poised for re- 
election after his opponent, 
Jean Charest, failed to revi- 
talise a fading campaign in 
the only debate between the 
two before the November 30 
vote. 

In a two-hour debate on 
Tuesday night, neither made 
any notable blunders but 
observers said Mr Charest 
needed better than a draw to 
recoup lost ground. “A tie is 
a win for the incumbent." 
said Christian Bourque, a 
pollster with Angus Reid. 

Mr Charest, the Liberal 
leader widely seen as the 
best hope to defeat the sepa- 
ratist Parti Qudbecois 
government and end the 
looming threat that Quebec 
may secede from Canada, 
has been steadily losing 
ground to the popular Mr 
Bouchard. 

The latest poll by Ldger 
and Lgger. the Quebec poll- 
ing group, sbows tbe PQ 
with a 47 to 45 per cent lead 
in the popular vote. 

But the government’s lead 
is as much as 20 percentage 
points among French-speak- 
ing voters, which would 


Sm 


Lucian Bouchard of Parti Qudbecote (Taft) had the batter of Liberal leader Jean Charest on TV Beuiers 


translate into a strong 
majority of seats for the PQ 
because Liberal support is 
heavily concentrated in the 
English-speaking portions , of 
Montreal and the Ontario- 
Quebec border. 

The Liberals faced a diffi- 
cult task hum the outset of 
the campaign. Mr Bou- 
chard’s government enjoys a 
55 per cent approval rating 
and is close to balancing tbe 
provincial budget, while 
unemployment in the prov- 
ince has fallen to less than 
10 per cent for the first time 


in a decade. Mr Bouchard's 
campaign has emphasised 
good government while 
remaining ambiguous on 
whether be would hold 
another referendum to 
secede foam Canada, a refer- 
endum two-thirds of Que- 
beckers say they do not 
want 

Mr Charest struggled on 
Tuesday night to find a con- 
sistent theme. He launched 
the campaign promising a 30 
per cent tax cut and smaller 
government, but in the 
debate emphasised more 


spending on health and edu- 
cation. hurt by the PQ’s 
effort to eliminate the bud- 
get deficit 

“Tbe problem is it has not 
been a clear message," said 
pollster Jean-Marc IAger. 

Mr Charest warned that 
the threat of another refer 
endnm would be “a ball and 
chain” around Quebec’s 
economy. But he was put an 
the defensive by Mr Bou- 
chard. who challenged the 
Liberal leader to offer a plan 
for strengthening Quebec's 
powers within Canada. 


Argentina extends Nazi probe 


By Ken Warn to Buenos Aires 

Argentina is to extend an 
Investigation into one of the 
darkest and most controver- 
sial aspects of its recent his- 
tory - the rule of Nazi war 
criminals and sympathisers 
in post-war society. 

The Commission of 
Inquiry into the Activities 
of Nazis in Argentina 
(Caaba), set up by President 
Carlos Menem last year, 
is to be extended beyond 
the year that was Initially 
planned, possibly indefi- 
nitely. said Ignacio KHch, 
who is head of the commis- 


sion's academic committee. 

Tbe activities of Nazis and 
fascists from the other Axis 
powers in Argentina remains 
a highly charged issue in 
Argentina even today. Gen 
Juan Domingo Per6n. 
founder of the country's rul- 
ing party, drew many ele- 
ments of his political pro- 
gramme from European 
Fascism. There is also evi- 
dence to suggest he encour- 
aged prominent Nazis to set- 
tle in Argentina after the 
war, not least to help with 
the country's military pro- 
grammes. 

The presence of French 


and Belgian fascists in 
Argentine Institutions may 
also have helped embed 
anti-Semitism in some areas 
of society, say investigators. 
Argentina has a Jewish com- 
munity of some 300,000 
people, Latin America’s big- 
gest and one of the world's 
biggest outside IsraeL 
The commission will seek 
ways of disseminating its 
findings, due to be presented 
in a report next year, to as 
many levels of Argentine 
society as possible, including 
the armed forces and the fed- 
eral police, said Mr Khch 
yesterday. “Argentina is 


moving from a culture of 
secrecy to one of transpar- 
ency." he said. “We hope our 
finding s can eventually be 
used to help in tbe construc- 
tion of a civil society." 

Extension of tbe commis- 
sion's life follows a three-day 
session to review tbe prelim- 
inary findings work of its 
group of international 
researchers into about 10 
separate fields of study. The 
commission is seeking to 
compile evidence on subjects 
ranging from the number of 
war criminals who took ref- 
uge in (be country to their 
economic activities. 
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INCREASE IN VOLATILE AIRCRAFT EXPORTS 
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US trade deficit shows 
a sharp improvement 

The US deficit on trade in goods and services narrowed 
significantly in September from August's record high, the 
Commerce Department said yesterday. However, because 
this was largely due to a sharp rise in aircraft exports, 
which are subject to wide monthly variations, the reduction 
was not seen as likely to lessen trade pressures on the US 
economy. 

Economists said the figure suggested that US growth in 
foe third quarter had been fastar than foe latest official 
estimate of 3.3 per cent, raising some questions about foe 
Federal Reserve's decision on Tuesday to cut interest 
rates for the third time in seven weeks. However, this 
could well be followed, they said, by a weaker than expec- 
ted fourth quarter. 

The deficit in goods and services leU from $l5.9bn in 
August to Sl4bn in September, while foe deficit in goods 
alone narrowed from $22.7bn to S20.6bn. The change was 
explained by a virtual doubling of civilian aircraft exports 
from $2.0-1 bn to SAOJbn. Stephen FWier, Washington 


LEWINSKY SCANDAL 
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Starr ready to testify 

Kenneth Starr, the independent counsel, will today testify 
about the Monica Lewinsky affair before the House of 
Representatives judiciary committee, amid renewed wran- 
gling between Democrats and Republicans over how 
impeachment hearings involving President Bill Clinton 
should be handled. 

Although congressional support for impeaching foe pres- 
ident has dwindled significantly since unexpected Demo- 
cratic successes in this month's elections, Republicans are 
now considering expanding the inquiry. 

Henry Hyde, committee chair, is considering calling sev- 
eral new witnesses - including Bruce Lindsey, the presi- 
dent's closest adviser, and John Huang, a former Demo- 
cratic party official charged with campaign fundraising 
abuses. Mr Huang's inclusion on the witness list would be 
particularly problematic for the White House, as it could 
allow the committee to drag out old accusations of cam- 
paign fundraising abuses in the 1996 campaign. 

Democrats yesterday accused foe Republicans of 
mounting a last-ditch attempt to try to dig out new 
offences against Mr Clinton when the Lewinsky-related 
charges had failed. Mark Suzman, Washington 


PINOCHET EXTRADITION REQUEST 
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Lords’ ruling next Wednesday 

Augusto Pinochet, foe former Chilean dictator, will team 
next Wednesday whether the British courts have approved 
his extradition to Spain to face trial on charges of murder, 
torture and hostage-taking. The House of Lords, the UK's 
most senior court, will give Its ruling then on an appeal by 
the Spanish government against a UK High Court judg- 
ment that General Pinochet was immune from prosecution 
because he is a former head of state. By coincidence, next 
Wednesday is the general's 83rd birthday. 

John Mason, Law Courts Correspondent, London 


CANADIAN ECONOMY 
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Central bank cuts rate 

Canada's central bank yesterday cut its overnight tending 
rate by a quarter of 1 percentage point to 5.25 per cent, 
matching Tuesday's rate reduction by the US Federal 
Reserve. The Bank of Canada has followed foe last three 
US interest rate cuts, unwinding most of the 1 percentage 
point increase it Imposed In August to shore up foe falling 
Canadian dollar. The country's main banks immediately 
responded by reducing their prime lending rates 25 basis 
points to 6.75 per cent. Edward Afden, Toronto 


On the web today 

# Disney chief hits at 'gold rush' mentality # Picasso 
fetches Slim • Businesses in Mexico join budget 
protest • Chavez capitalises on Venezuela's divisions 
http:ZAAnAnv.FT.com/Arnerfcas 
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IRAQ WEAPONS INSPECTORS RETURN TO SITES □ BAGHDAD OFFICIALS EXPECT SMOOTH PROGRESS TOWARDS SANCTIONS REVIEW 


I »•■■■■■■■■■« *•«■■••■■■■■■■■ ■■■■■ 





■ ■■ «»•« •■*■>1 ■■< H I IM > 


■1 


UN inspection teams resume monitoring 


By Haifa Khabf Jn Baghdad 

United Nations arms 
inspectors went to work in 
Iraq yesterday for the first 
time since the end of the cri- 
sis over weapons inspec- 
tions. Caroline Cross, 
spokeswoman for the mis- 
sion in Baghdad, said the 
inspectors had resumed the 

full range of their activities. 
Most of those who returned 
this week, however, were 

monitors. 

Their main task is to 


check the more than 400 
facilities, including brew- 
eries and laboratories, that 
have already been inspected 
but must be checked to 
ensure Iraq does not use 
them to redevelop weapons 
of mass destruction. 

Investigators who would 
go into sites to look for 
weapons and documents 
have yet to arrive in Bagh- 
dad. but Ms Cross said she 
expected staff reinforce- 
ments In the next days. 

The US. which called off 


air strikes on Iraq last week- 
end after president Saddam 
Hussein agreed to allow the 
inspectors back, wants 
Unscom, the UN inspectors’ 
commission, quickly to exe- 
cute tough tests of Iraq's 
commitment to comply. 
Washington has warned it 
could still strike Iraq if it 
falls the test of cooperating 
with inspectors. 

Iraqi officials appear confi- 
dent that the resumption or 
inspectors' work will pro- 
ceed smoothly, and pave the 


To victims, sanctions do not 

seem to be aimed at Saddam 


way for the UN Security 
Council to hold a compre- 
hensive review of sanctions. 
The review was offered to 
Baghdad in August as an 
incentive to reverse a partial 
ban on inspections. But the 
terms of the review agreed 
by the Council fell far short 
of Baghdad's expectations, 
which led it in October to 
escalate the crisis, and 
expand its ban to monitors. 

Richard Butler, chief UN 
weapons inspector, is not 
expected to travel to Bagb- 


traq: sanctions make fonr mark 


dad. but be said earlier this 
week that he would ask the 
Iraqi government to hand 
over two documents to 
which, he had been denied 
access. A senior Iraqi official 
said late on Tuesday his gov- 
ernment would “discuss” 
such matters with Unscom. 

RaghdaH is taking comfort 
that Kofi Annan, the UN sec- 
retary-general, will be the 
one to report to the Security 
Council on whether Iraq has 
met the test or compliance. 
He is seen by Baghdad as an 


Impartial party while 
Unscom is viewed with great 
suspicion. 

• Britain win convene a 
meeting of about is Iraqi 
opposition groups next Mon- 
day to urge them to settle 
differences and work 
together to restore democ- 
racy to Iraq, British officials 
said. But they said that for 
the time being there would 
be no question of handing 
over large sums of money or 
any weapons to groups 
opposed to Mr Saddam. 


Battered and bowed, the Iraqi people find 
it difficult to believe the punishment is not 
intended for them, writes Roula Khalaf 


I n Baghdad's Arab market, 
a bazaar of leather goads 
and cheap clothing, chil- 
dren search through piles of 
garbage for bits of plastic, 
cardboard and cloth. Stuff- 
ing whatever they can find 
in bags, they deliver their 
booty to “whole: Tiers". earn- 
ing 1.000 dinars a day. 

The amount, worth less 
than $1. is a daily fortune in 
a city where salaries average 
a few dollars a month. The 
children, ranging in age 
between 7 and 12. have long 
since dropped out of school 
to support families that are 
struggling to survive after 
eight years of United 
Nations-imposed sanctions. 

The most comprehensive 
sanctions in history have 
had a debilitating effect on 
Iraq's 22m people. A system 
aimed at weakening Iraqi 
President Saddam Hussein 
and perhaps dislodging him 
from power appears to have 
hurt Iraq’s children the 
most, raising concerns that 
the next generation of Iraqis 
will have as defiant an atti- 
tude towards the west as Mr 
Saddam has today. 

Sanctions have reduced 
Iraq to two distorted econo- 
mies. The largest is a state- 
run welfare system which, 
under UN observation, dis- 
tributes food and medicine. 


The otber is officially private 
but largely government 
directed, involving illegal 
trade and investment that 
have helped the regime sur- 
vive. 

A country with the second 
largest proven oil reserves in 
Lhe world, in 1980 Iraq had a 
per capita income of more 
than $5,500. By the end of 
the war with Iran in 1988 it 
was below $4,000, but Iraqis 
still enjoyed one of the Arab 
world's highest standards of 
living thanks to a generous 
welfare state which allocated 
significant resources to edu- 
cation and healthcare, in 
spite of huge military spend- 
ing. 

However, by 1995. after 
five years of sanctions, per 
capita income bad fallen to 
S330 and it is estimated that 
5.700 children were dying a 
month. Another million have 
been stunted from malnutri- 
tion and avoidable illness. 

According to the UN 
humanitarian office in Bagh- 
dad, the oii-for-food pro- 
gramme. which now allows 
Iraq to sell up to $5.3bn of oil 
every six months to buy 
mainly food and medicine, 
has led to significant 
improvements in the health 
sector and the rate of malnu- 
trition appears to be 
“ebbing". 


While the plight of the 
children is the most visible 
side of sanctions, their 
effects have been felt in 
every sector of Iraqi society 
and economy. 

It is estimated that $i20bn 
worth of oil sales have been 
forgone in the past eight 
years. The expanded oii-for- 
food deal was meant to 
include the purchase of 
spare parts to help stem the 
deterioration in infrastruc- 
ture. including electricity, 
water and health sanitation. 
But with a delay in the 
arrival of spare parts needed 
for oil production and the 
collapse in oil prices, Iraq is 
expected to have pumped in 
the phase ending this month 
only $3.2bn worth of oiL 

Of that, it gets to spend 
only about $2.lbn. The rest 
goes to pay war reparations 
to Kuwait and the cost of the 
UN operation, including the 
arms inspectors searching 
for Iraq's weapons of mass 
destruction. 

Agriculture has also been 
crippled by the lack of spare 
parts and livestock produc- 
tion has dropped by more 
than 50 per cent because of 
disease and poor sanitation. 

In education, Iraq’s prou- 
dest achievement, the UN 
Children's Fund estimated in 
1995 that only 87 per cent of 
Iraqi children were enrolling 
in primary schools, down 
from 100 per cent before the 
Gulf war. 

The Iraqi regime, mean- 
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while, has fared better than 
most Iraqis. It rebuilt much 
of the country after the dev- 
astation of the Gulf war. 
Then, before it accepted the 
oil-for-food programme in 
1996, taxes levied on smug- 
gling and manipulation of 
the black market maintained 
a small supply of foreign 
currency, but contributed to 
a massive rise in prices. 

In the past two years, pres- 
sure for foreign exchange 
has been relieved. Illegal oil 
5 ales through Turkey and 
Iran and a greater willing- 
ness especially by Arab busi- 


nessmen to break the sanc- 
tions and invest small 
amounts in Iraq have given 
the government at least a 
few hundred million dollars 
a year to spend freely. 

These funds have made 
possible such thing s as an 
additional food ration for 
state employees or new cars 
for the police. They also 
allow it to maintain an 
extensive security apparatus 
as well as rebuild conven- 
tional military forces. 

In these circumstances, 
the battered and isolated 
Iraqi population has been so 


pre-occupied with survival 
that it has had little time or 
energy to entertain the dan- 
gerous Idea of organising 
political opposition to the 
regime. 

Moreover, the sanctions 
have lasted so long that few 
Iraqis can any longer believe 
they were aimed at their 
leader and not them. 

The plight of the working 
children of the Arab market 
simply echoes the govern- 
ment rhetoric that the sanc- 
tions are a US conspiracy to 
destroy a great Arab coun- 
try. 
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The World Links for Development Program is a global collaborative learning program 
sponsored by the World Bank. The Program links secondary-level students and teachers in 
developing countries with their counterparts in industrialized countries, via the Internet 
for two-way teaching and learning. 

The objectives of the World Links for Development Program are to: 

■ Improve and expand educational opportunities for students in both developing 
and industrialized countries, 

■ Build capacity for developing countries to use information technology 
for economic and social development, and 

■ Facilitate cultural understanding among youth around the world. 

Over the next three years the Program aims to reach 1 ,500 schools in 40 developing coun- 
tries involving at least as many schools in industrialized countries. 

The World Links for Development Program is seeking corporate, public and non-govern- 
mental financial and in-kind support to complement the $2 million annual grant financing 
allocated by the World Bank. In-kind support is particularly needed for basic information 
and communication technology equipment (computers, printers, modems, ethemet cards, 
hubs, network cable, etc.), to establish school-based, networked, on-line computer labs. 
For interested corporate sponsors the World Links for Development Program offers sig- 
nificant public relations and business development opportunities in emerging markets, in 
Latin America, Africa Eastern and Central Europe, and Asia. 


Israel- may start 
troop pullback 
from tomorrow 


By Judy Dempsey in Jerusalem 

Israel could begin a phased 
troop withdrawal from the 
West Bank tomorrow, 
ending weeks of delay and 
wrangling and finally 
starting the implementation 
of the Wye peace accord. 

Pending approval from 
today's cabinet meeting, 
Israel will hand over 2 per 
cent of land under its 
exclusive control to joint 
Israeli-Paiestinian rule. A 
further 7.1 per cent will be 
handed over to full 
Palestinian control. 

Additional handovers will 
take place during the 
three-month implementation 
period. After that, Yasslr 
Arafat, president of the 
Palestinian Authority, will 
have full control over 17.9 
per cent of the West Bank 
and partial control over 229 
per cent 

David Bar-man, adviser to 
Beniamin Netanyahu, Israeli 
prime minister, said the 
pullback “will take only a 
matter of hours. It does not 
Involve dismantling any 
military Installations". 

However, he warned that 
if the cabinet was not 
satisfied with the 
Palestinians' plans . to 
confiscate illegal weapons, 
arrest 10 out of 30 suspected 
terrorists . and pass* an 
anti-incitement - law. 


implementation could be 
further delayed. 

Palestinian and US 
officials said all such 
demands had been met But 
there was some resentment 
that Israel did not give any 
commitment to stop 
expanding settlements or 
confiscating Pales tinian land 
for by-pass roads which 
would give Jewish settlers 
easier access to the main 
roads. 

There is also resentment 
over the way Israel has 
chosen which Palestinian 
prisoners will be released 
from Israeli jails. 

More than 3,000 prisoners 
are still being held by Israel. 
At the W^e Plantation talks 
just outside Washington, it 
was agreed 750 would be 
released in stages, with 250 
prisoners due out in the first 
phase, possibly by the 
weekend. 

But Israel said of the 250 
pending releases, 150 would 
Include criminals. 
Palestinian officials, who 
wanted the list to include aD 
political prisoners, are 
furious with this decision, 
particularly since all the 
remaining detainees, as 
agreed under the 1995 
Israeli-Paiestinian Interim 
Agreement, were supposed 
to be released before and 
during the final status talks. 
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By Christopher Price In London 
aid Art Macflfe hi Jerusalem 


!■■■■■■■•»■ Ml 


Interested corporate sponsors should contact: 
Sam Carlson, WorLD Programme Manger 
202-473-7561 (tel.), 202-676-0961 (fax), scarlson@worldbank.org (e-mail) 
Elizabeth Ashbourne, WorLD Programme Partnership Coordinator 
202-458-5247 (teU, 202-522-1714 (fax), eashboume@worldbank.org (e-mail) 


Meteors fail to 

■ 

a storm 



By C8 vb Coofcsoo, Science 
Editor, in London ■ 


The Leonid meteor storm 
predicted for the early hocus 
of yesterday morning was. a 
disappointment for* many 
people who had hoped to see 
a spectacular display of 
shooting stars - tot a relief 
for space agencies that 
feared possible damage to \ 
their satellites. 

Thera was no report of any 
meteor-induced malfunctions 
in any of the 600 .or so satel- • 
lites In oriiit around the 
Earth. The crew of the Rus- 


sian space station Mir, who 
sheltered In their Soyuz 
escape capsule, did not see 
or hear any impacts. 

There were mixed reviews 
of the show from the ground. 
Some people in Asia saw as 
many as 2,000 meteors an 
hour at the peak of the 
shower yesterday, though in 
Europe activity had peaked 
earlier than astronomers had 
predicted, on Tuesday morn- 
ing. Nowhere experienced a 
display to match the 150,000 
meteors per hour seen dur- 
ing the last Leonid storm in 
1966. 


Checks by some of the 
biggest corporations in the 
US and Europe have 
revealed serious flaws in 
work already undertaken to 
tackle the mTiipnnmm com- 
puter bomb. 

Unisys, the US computer 
systems and services group, 
said yesterday that a testing 
facility in the UK had uncov- 
ered problems with more 
than 20 of Britain's top 100 
listed companies. 

-Some of the issues we 
found would have taken 
their systems down.” said 
David Palmester, Year 2000 
programme manager for Uni- 
sys. “The quality of testing 
they have undertaken is 
very worrying." 

The millennium computer 
bomb problem has come 
about because of the inabil- 
ity of older systems to recog- 
nise the change of date from 
1999 to 2000. The fear is that 
many of these systems will 
malfunction as a result 

Crystal Systems Solutions, 
an Israeli Information tech- 
nology group, said yesterday 
that Ford, the US vehicle 
manufacturer, Pratt & Whit- 
ney. the US aero-engine com- 
pany, and a large German 
car manufacturer were 
among 20 US and European 
companies to commission 
verification services this 
year for conversions done by 
other companies. 

“More and more compa- 
nies that classified their 
systems as compliant or con- 
verted are asking for verifi- 
cations," said Ben Levy, 
Crystal's vice-president of 
marketing and sales. 

“In several cases we found 
date issues were either 
missed, not converted or 
converted wrongly. - The 
problem is that one mistake 
in one program can cause a 
major problem to a busi- 
ness." 

Mr Palmester said that 
most of the problems being 
thrown up in the latest 
checks were for companies 


which had attempted to 
solve the problem in- 
house. 

He said this often involved 
the company employing con- 
tractors to address the issue 
who perhaps were not com- 
pletely ramiliar with the 
systems they were dealing 
with or the diagnostic tools 
they were using. 

“In every instance we have 
came across of companies 
thinking they were compli- 
ant, we have found date rele- 
vant issues in their mission 
critical applications." 

David Marshall, managing ^ 
director of Greenwich Mean 
Time, a UK IT diagnostics 
company specialising in 
Year 2000 solutions, con- 
firmed similar findings. “Too 
many companies have 
attempted to tackle the mil- 
lennium bomb through a 
piecemeal approach to their 
systems." 

Crystal said a verification 
job for a mid-sized company 
with I0m-20m lines of com- 
puter code could cost several 
million dollars and take 
more than three months to 
do properly. 

The emergence of evidence 
that much of Year 2000 com- 
pliance work already under- 
taken may not have solved 
the problems will add fur- 
ther concern to governments 
attempting to contain tbeA 
situation. 

It follows a report last 
week from Cap Gemini. 
Europe's biggest software 
and services company, warn- 
ing that it was too late for 
governments, organisations 
and companies in Europe 
and the US to solve the mil- 
lennium bomb problem. 

It advised the tackling of 
the problem in the essential 
services as a matter of 
urgency. 

It also emerged in the UK 
this week that the authori- 
ties had made contingency 
plans to use the armed ser- 
vices, in conjunction with 
ihe police force, to combat 
problems thrown up by the 
millennium bomb. 
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Uganda sells 
51% stake in 
telecoms group 




r .- 


By Mark Toner bi Nairobi 


■IM mmaa 
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WorldTel, the International 
Telecommunication Union's 
investment fund, and Dete- 
con. a Deutsche Telekom 
subsidiary, have won a ten- 
der for 51 per cent of Ugan- 
da's telecommunications 
company with a bid or 

Along with the award of a 
second national operator 
licence to South Africa’s 
Mobile Telecommunications 
Network (MTN) in April and 
the Dotation of Uganda Tele- 
com's remaining 49 per cent 
within a few months, ana- 
lysts expect the sale to spark 
rapid growth in the Ugandan 
telecoms market 

The International Finance 
Corporation, the World 
Bank's commercial lending 
arm, estimates that demand 
for telephone lines will 
increase from 50,000 today to 

380.000 by 2006 and that total 
international traffic wiD rise 
from 24m minutes in 1997 to 
263m mirmtaa over the game 
period. 

According to the terms of 
the tender, the WorldTel 
consortium is to install 

100.000 new fixed telephones 
lines within five years, while 
MGN, which is expected to 
progress from mobile to 
fixed services next year, has 
a roll-out obligation of 89,000 
lines. 

While the two national 
operators will operate a 
duopoly on the fixed tele- 
phone market for five years, 
a third operator, CelteL has 
been allowed into the mobile 
market, and there will be 
room for other internet, pay- 
phone and paging service 
providers . 

"Unlike other countries. 
Uganda decided to go 
straight into competition," 
said Brian Samuel, an IFC 
telecoms expert "That has 


really injected some 
vibrancy into the sector cell- 
phone rates, for example, 
have already plummeted by 
50 per cent." 

This week’s announce- 
ment has also helped allay 
international donor concerns 
raised when Uganda's parlia- 
ment suspended the coun- 
try's privatisation pro- 
gramme in August, 
demanding the right to 
review all of the companies 
slated for sale. 

After it transpired that the 
parliament did not have the 
powers to halt the pro- 
gramme, the government 
gave it 45 days to complete a 
report That period has now 
expired. 

"All preparatory activities 
are going ahead as planned," 
said Michael Opagi, from the 
country's privatisation unit, 
adding that Uganda Airlines, 
the state sugar and tobacco 
concerns and a state-owned 
bank would be privatised by 
□ext March. 

The World Bank says it 
was satisfied with the prog- 
ress and transparency of 
Uganda's privatisation pro- 
gramme so far, but warned 
that it should not rest on its 
laurels. 

“One of the top four con- 
straints on investment in 
Uganda Is a lack of infra- 
structure," said a Bank offi- 
cial. “Increased private par- 
ticipation in infrastructure 
is one of the top priorities 
for Ugandan growth." 

Nonetheless, the country 
continues to outstrip its East 
African neighbours. Tele- 
coms privatisation in Tanza- 
nia is expected to proceed 
over the next few months, 
but there is no clear date, 
while a telecom bill in 
Kenya is stalled at presiden- 
tial level. 
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US TRADE AMD INVESTMENT 






depend 

study 


9&A study published yesterday said more than 6m US )nhe 
•-* are supported by European Investment, whit© American 
exports to Europe support another 1.5m US Jobs. The 
study, published by the European- American Riwanyt^ 
Council whose membership comprises multinationals from 
the US and Europe, makes a higher estimate of the 
employment benefits of European trade and investment 
than the study it published a year ago. 

Direct investment from the 15 countries of the European 
Union and the four of the European Free Trade Area rase 
from $368bn in 1996 to $425bn in 1997, ft sakL Of the 
more than 6m jobs, 3.1m were provided directly by Euro- 
pean companies, with the rest provided by their local sup- 
pliers. European Investment accounted for 62 per cent of 
aH Jobs created by international investors in the US. Euro- 
pean investors pay on average 34 per cent higher wages 
than their US competitors, the study says. 

Trade with Europe supports a further 1.5m lobs, com- 
pared with Si -3m estimated in last year's report. 

Stephen FkWer, Washington 

jKhe United States & Europe: Jobs Investment and Trade; 
^r-ifth Edition. EuropaanhAmerican Business Council. 1333 
H Street NW. Suite 630, Washington DC 2 000® 

MEXICAN IMPORTS 


Duties lifted on Chinese goods 

Mexico has eliminated anti-dumping duties on 624 prod- 
ucts imported from China as part of a broad accord reas- 
sessing bilateral trade between the two nations, Mexico's 
trade ministry said yesterday. But it said it maintains com- 
pensatory tariffs against 1 ,360 Chinese products in areas 
such as textiles, clothing, footware and toys to protect its 
domestic Industry from potentially unfair trade. 

The accord was reached between HermWo Blanco, tire 
Mexican trade minister, and Zhang Xiang, China's deputy 
trade minister, who visited the Mexican capital. According 
to the trade ministry, the anti-dumping duties were lifted 
on goods that Mexico does not produce, it did not say 
what they were but the accord with China included revi- 
gjion of anti-dumping tariffs on imports of machinery, tools 
^hd organic chemical products. Mexico has been con- 
caned about a flood of Chinese imports since it opened 
its borders to trade in the late 1980s. 

Mexican exports to China have risen from $9m in 1990 
to $46m in 1997, while imports from China have ballooned 
from $3Qm in 1990 to $1.25bn last year. This year Mexico 
has feared a rise in imports from the rest of Asia after 
widespread devaluations in the region. 

Henry Tricks, Mexico (Sty 


CHILEAN JMUSHR00MS 

Washington imposes duties 

The US Department of Commerce has imposed antidump- 
ing duties on preserved mushrooms from Chile. The action 
follows the US International Trade Commission's unani- 
mous decision yesterday that preserved mushrooms 
imported from Chile are being sold at less titan fair market 
value and hurting US Industries. The investigation also 
concerned preserved mushroom imports from China, India, 
Indonesia but final decision on these imports has 
ft&n postponed. US imports of Chilean mushrooms 
exceeded 5.4m pounds in 1997, making up 2.8 per cent of 
the 196.2m pounds of mushrooms consume^ bv> i 7 - , 

Americans annually. Mushroom imports "from Chfna,Trxfla, 
and Indonesia totalled 44.1 per cent of total domestic con- 
sumption in 1997. The ITC will deliver its Anal determina- 
tions In early January. Shitpa Mohan, Washington 


WHEAT FUNGUS 
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US questions Chinese worries 

The US Agriculture Department said yesterday ft was keen 
to resolve a dispute with China over a plant disease which 
has been hampering US sales of wheat to China. Robert 
Riemenschneider, director of USDA's foreign grain and 
feed division, said the disagreement over the TCK fungus, 
which has been found in US wheat, was also an obstacle 


Mto China's joining the World Trade Organisation. 

” “A meaningful resolution of this problem is a priority for 
uie US, one that we believe must be resolved before Chi- 
na’s accession to the WTO." Mr Riemenschneider said. 
China has been reluctant to import US wheat because of 
TCK, but US officials have challenged the scientific argu- 
ments made by China, maintaining TCK does not pose a 
danger. To allay Chinese concerns, a team of US experts 
has visited China to present new evidence that TCK did 
not threaten China's wheat production. 

Washington's goal of pushing for greater trade reform 
would also help Chinese livestock producers to com pete 
more successfully In world markets with other meat-produ- 
cing countries in Asia, he said- Reuters, Beqing 


WORLD TRADE 


Canadian 
group in 
first use 
of Nafta 
clause 

By Scott Morrison bi Toronto 


Loewen Group, the troubled 
Ca n adian funeral services 
company, has become the 
first corporation to invoke 
the Nafta investor state 
clause against the US gov- 
ernment in an attempt to 
recover damages suffered as 
a result of a Mississippi 
court r uling, 

Loewen alleges It was the 
victim of discrimination, 
denial of justice and uncom- 
pensated expropriation after 
a Mississippi jury In 1995 
ordered the Canadian com- 
pany to pay USSSOOm in 
damages stemming from a 
breach of contract dispute. 
The plaintiff In the case, a 
Mississippi funeral home 
operator, had sought 
US$28m in damages. 

Loewen eventually settled 
its dispute for US$1 75m. A 
company spokesman 
declined to specify the dam- 
ages sought from the US 
government, but Loewen is 
believed to be seeking a set- 
tlement In the hundreds of 
millions of dollars. 

The Nafta clause enables 
aggrieved foreign investors 
from Canada, the US and 
Mexico to launch actions 
against member govern- 
ments. rather than wait for 
their own government to 
take up their case. Under the 
trade agreement provisions, 
federal governments could 
be found responsible for 
actions taken by state or 
provincial governments that 
do not meet minimum stan- 
dards under international 
law. 

At the heart of Loewen's 
claim is the Mississippi rule, 
under which parties wiring 
to defer execution of a judg- 
ment, pending appeal, must 
post a bond equal to 125 per 
cent of the value of the set- 
tlement That meant that in 
order to appeal, Loewen was 
required to pest a bond for 
US$B25m, which was roughly 
equal to the entire net worth I 
of the company at the time. 
Given the situation, Loewen 
would contend it was forced 
to settle the suit under 
extreme duress, constituting 
a denial. o£ -justice under.' 
international standards. 

The action, quietly filed 
October 30, Is likely to be 
closely watched by other for- 
eign companies involved in 
civil action in the US, where 
the value of jury settlements 
in civil suits has risen dra- 
matically in recent years. A 
number of US states have a 
similar appeal bond require- 
ment. Loewen would also 
argue that statements and 
exhibits made during the 
case were biased and Inflam- 
matory and resulted in a dis- 
criminatory outcome. And 
the company would s ubmi t 
that the US$5Q0m settle- 
ment, seen by many lawyers 
as extraordinary given dam- 
ages sought by the plaintiBS. 
would amount to uncompen- 
sated expropriation. 

Loewen’s case, which 
would be heard by a Nafta 
arbitration panel, might take 
several years to be resolved 
if the company does not 
reach a settlement with the 
US government. 


Sound of the digital jukebox is sweet music 
.to the ears of new groups on the internet 


The success of a 
small US site has 
big implications for 
the mainstream 
industry, writes 
Alice Rawsthom 
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W hen Jeff Patterson, a 
computer science stu- 
dent in Santa Cruz. 
California, started posting 
songs by unrecorded bands 
on a website called the Inter- 
net Underground Music 
Archive (IUMA), all he 
wanted was to help people to 
bear new music. 

Five years later, more 
than lm people log on to 
IUMA each month to listen 
to music by about 2.500 acts. 
Dozens of bands featured on 
IUMA hate since been 
signed by established record 
labels, including Sublime, 
one of whose albums sold 
3£m copies in the US. IUMA 
is now looking for up to $6m 
in venture capital to set up 
similar operations in Japan 
and Europe. 

By the commercial stan- 
dards of the "big five” multi- 
national groups which domi- 
nate the S38bn global music 
market, IUMA is a small, 
somewhat obscure enter- 
prise. 

But as one of the highest- 
profile digital jukeboxes now 
pumping out music from the 
internet. Its development 
has important long-term 
implications for the main- 
stream industry. 

Like many internet compa- 
nies, IUMA is partly moti- 
vated by commercial con- 
cerns. partly by 
philanthropy. Anyone who 
wants to post their music on 


Caribbean producers of 
bananas appalled by US 

hj promises to stick by WTO rules 



Caught in the European 
Union-US h* nana trade war, 
Caribbean exporters accuse 
^Washington of taking steps 
t?whicb threaten several of 
the region's already weak 

economies. Regional leaders 

say they are being unfairly 
penalised by the US, despite 
their years of co-operation 
on issues such as narcotics 
and money laundering- 
The US has threatened to 
impose 100 per cent duties 

on a range of European prod- 
ucts if Europe does not 
amend its banana Import 
regime by January X- 
Supported by several Latin 
American producing coun- 
tries, the US contends that 
the EU must do more to 
eliminate its licensing sys- 
tem for imports while main- 
taining an import quota on 
Latin American bananas and 
a duty-free access quota that 
benefits Caribbean and other 
** traditional exporters. 

Caribbean governments 
have rejected Latin Ameri- 
can criticism that they are 
opposed to free trade mad 
want to maintain an unfoir 
advantage in the banana 
trade. The region says the 
economic importance ot 


The European Union said 
yesterday it was playing by 
the rules In Its banana trade 
row with the US and urged 
Washington to resolve the 
dispute through the World 
Trade Organisation, Reuters 
reports from Brussels. 

If Washington appealed to 

bananas to Island economies 
demands special treatment, 
and that serious harm can 
be done to fragile economies 
by a sudden dismantling of 

the EU arrangement. 

**It appears that the US 
has been determined for 
some time to damage the 
region's banana industry.” 
said Edison James, prime 
minister of Dominica, one of 
the four Islands in the Wind- 
ward group whose econo- 
mies depend heavily on 
bananas. "If the European 
Union capitulates, regional 
banana exporters will be the 
ones to suffer. The US is 
quite aware of the likely 
social, political and eco- 
nomic consequences. We are 
appalled by this action by 
the US." 

The Caribbean producers 


the WTO and won, the EU 
would change its banana 
policy again, said an EU 
spokesman. 

A US official in Geneva said 
Washington was reviewing 
Ecuador's move to 
reconvene a WTO panel on 
the banana dispute. 


at the centre of the trade 
storm account for 3 per cent 
of world banana exports and 
20 per cent of European 
Union imports, according to 
the region's Exporters Asso- 
ciation. But the fruit in the 
island* is more expensive to 
produce than ft is in Latin 
America, and cannot com- 
pete in an open market. 
-Our bananas COSt more to 
produce because form work- 
ers in the Caribbean are paid 
decent, worthwhile wages, 
mHke the marginal pittance 
which is paid by large multi- 
national companies In Latin 
America,” said an official In 
St Lucia. 

The Windward islands - 
D ominica, Grenada. St Lucia 
and St Vincent - depend cm 
bananas for about 60 par 
r ynt of their export earnings. 
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An image from the IUMA website, it has Ira fistaners a month 


the site, regardless of qual- 
ity, can do so by paying an 
annual foe of £240- 

Consumers can listen to 
the music online for free, or 
pay 99 US cents to download 
it on to an MFegS file on 
their computers. Some IUMA 
acts have paid to have a cou- 
ple of hundred discs manu- 
factured, and sell them by 
mail order from the site, 
with IUMA keeping 30 per 
cent of the proceeds. 

So far. IUMA has grown 
steadily In terms of both the 
number of acts featured on 
the rite, and music fans log- 
ging on to it Its 11-strong 
team in Santa Cruz gener- 
ally adds a few hundred new 
artists to the site each 
month, but still has a back- 


log of 50 0 acts waiting for 
their music to go on. 

Since IUMA’s debut, thou- 
sands of similar internet 
sites have surfaced in the 
US. Many are cyber pirates, 
breaching copyright law by 
posting up copies of albums 
and singles without consent 
of the artist or record com- 
pany. Others are legitimate 
operations. like IUMA. 
which concentrate on non- 
copyrighted music by acts 
without recording contracts. 

These legal digital juke- 
boxes fulfil a similar func- 
tion to the tiny, independent 
labels that have long pro- 
vided. an alternative distribu- 
tion vehicle to conventional 
record companies. It costs so 
much less to launch and run 


an interne! site than an 
independent label, that the 
number of digital jukeboxes 
has risen rapidly. 

They are also more acces- 
sible to the public, because it 
is quicker and easier for ran- 
somers to access music on 
their home computer than 
track down a recording in a 
record shop. They can also 
record and replay music 
downloaded from the inter- 
net on the growing number 
of CD recorders or portable 
.MPeg3 players, costing as 
little as $199. 

For musicians, the prolif- 
eration of digital jukeboxes 
makes it significantly easier 
Tor them to record and dis- 
tribute their music. Some 
see digital jukeboxes as a 


means of attracting the 
attention of conventional 
record companies. Artists 
posted on IUMA have 
clinched record deals with 
subsidiaries of Sony, Time 
Warner. Bertelsmann and 
Seagram, which owns MCA 
Records. Sublime's Libel 

Yet a growing number of 
acts see the internet as an 
attractive alternative to 
signing with one of the "big 
five**. This trend is likely to 
speed up. as internet usage 
increases and CD production 
prices continue to fall. Until 
recently, manufacturing 
costs were so high that must 
hands had to sign up if they 
wanted to distribute record- 
ings of their music, but it 
now- costs just $1. OHO to press 
5tKi copies of an album. 

At present, the main- 
stream music industry 
regards legitimate digital 
jukeboxes like IUMA. as 
fruitful hunting grounds for 
talent, while complaining 
about rising digital piracy. 
Mast of the “big five’* also 
have fairly advanced plans 
to distribute music on the 
internet, as soon as the nec- 
essary legal and technical 
controls are in place. 

But over Lhc long term, as 
the internet becomes 
increasingly popular as a 
vehicle for distributing and 
consuming music, the "big 
five 1 ' face the threat of losing 
control over a sizeable 
chunk of an increasingly 
fragmented music market. 

They may not only find it 
harder to persuade new acts 
lo sign record deals, but also 
to dissuade existing artists 
from opting out and 
distributing their music 
themselves. 
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UK-German job creation forum planned 


By Robert Peslon 
and David Wiglrton 




Gordon Brown, chancellor of 
the exchequer, will today 
announce an Anglo-German 
working party on job cre- 
ation and economic reform 
in the latest phase of a com- 
prehensive diplomatic cam- 
paign to bolster the UK's 
European Union status. The 
Initiative will be launched 
after his inaugural meeting 
with Oskar Lafontalne. Ger- 
many's new finan ce minis- 
ter. 

The Brown-Lafontaine 


talks - due to take place this 
afternoon in London - are 
regarded by senior UK offi- 
cials as vital to the hopes of 
Tony Blair, the UK prime 
minister, of increasing UK 
influence in Europe. 

“Given the handicap we 
have in being outside the 
euro, we need to work dou- 
bly hard on our personal 
relationships to keep us in 
the thick of the European 
debate.” said one official Mr 
Brown, however, is keen to 
dispel the view that he has 
returned to an old-fashioned 
tax-and-spend agenda in 


European Union negotia- 
tions In order to woo other 
socialist leaders. 

Critics Grom both ends of 
the political spectrum in the 
UK have detected a change 
in the government’s position 
since the Social Democrats’ 
September election victory 
ended 16 years of right-wing 
rule in Germany. 

Mr Brown's backing for a 
European socialist parties’ 
policy paper on “Economic 
Reform in the Framework of 
Emu” is consistent with his 
UK economic policies, 
insisted one of his col- 


leagues. The UK would con- 
tinue to resist EU plans to 
harmonise taxation, said a 
senior official, and Mr 
Brown would press on with 
bis campaign to liberalise 
employment, product and 
capita] markets. 

However. Mr Brown's 
support for the socialist doc- 
ument implies that he 
favours “co-ordinating 
savings and corporate taxa- 
tion" to prevent individual 
EU member states gaining a 
competitive advantage 
through the tax system. 

The UK chancellor will 


also share with Mr Lafon- 
taine his concerns that the 
new European Central Bask 
is insufficiently transparent 
in its decision-making pro- 
cess and should be more 
explicit about its inflation 
target. 

Yet government support- 
ers insist that any change 
has been one of rhetoric 
rather than of substance. 

Perhaps the most public 
display of the government’s 
desire to be seen as part of 
the new left-of-centre con- 
sensus in Europe came at 
last month's informal EU 


summit in Austria. 

EU leaders enthusiasti- 
cally endorsed Franco- 
German plans for a co- 
ordinated push to stimulate 
growth, harmonise tax rates 
and set minimum social 
standards. 

Mr Blair gave cautious 
backing to the focus on jobs 
and growth. Downing Street 
insisted there was no incon- 
sistency with the previous 
tough line on public spend- 
ing at home, or the stress on 
improving employability 
rather than directly boosting 
employment. 


HOUSE OF LORDS BATTLE WITH GOVERNMENT FUELLED BY PLANS TO OVERHAUL CHAMBER'S VOTING POWERS 
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Aristocrats no democrats, say critics 


By Deborah Hargreaves 
in London 

The assault by the British 
government on the voting 
powers of hereditary peers 
has been thrust into the 
limelight by a dispute over 
changes to the voting system 
in the 1999 elections to the 
European Parliament. 

Although the Labour gov- 
ernment has a large majority 
of elected members of the 
House of Commons, the 
opposition Conservative 
party continues to dominate 
the House of Lords, the 
unelected upper chamber of 
the UK parliament. 

ft looks as if the House of 
Lords, which Labour intends 
to abolish in its present 
form, will thwart the govern- 
ment's attempt to change 
the voting system. 

The upper house has sev- 
eral categories of member. 
There is a majority of heredi- 
tary peers, such as dukes 
and earls who acquire the 
right to vote on legislation 
through inheriting their 
titles. There is also a min or- 
ity of life peers who receive 
their titles for life, often 
after long political service. 

Labour's bill to introduce 
a “closed list” voting system 
for the European parliament 
elections next June has 
faced successive defeats in 
the Lords. The closed list 
would give voters the chance 
to select a party, but not a 
candidate. Candidates would 
instead be allocated by the 
respective party machines. 

The rest of the European 
Union votes by closed list, 
with only Sweden and 
Finland offering voters a 
choice of candidate. 

The Conservative party 



Baroness Thatcher, who was prime minister from 1970 to 1990, is a Ms 
Inherit her title. Gerald Cavendish Grasvenor, sixth Duke of Wes t mins ter, 
1979. His family is one of the biggest property owners in central London 


so her son wfll not 
to the title in 
Press Association 


has used its majority in the 
upper house to obstruct the 
government’s plans. Conser- 
vative peers have demanded 
an open list of candidates 
where voters can put a cross 
against a nam e. 

The Lords and the House 
of Commons have each 
accused the other of un- 
democratic behaviour. The 
upper house usually adopts 
legislation proposed by the 
Commons. If a bill is 
defeated in the Lords, the 
government presents it 


again and the Lords usually 
pass it 

But the debate has become 
more charged by Labour’s 
plans to abolish the voting 
rights of hereditary peers 
before reforming the upper 
chamber. This will not affect 
Queen Elizabeth and other 
members of the royal family, 
none of whom can hold polit- 
ical office or even vote. 

The dispute is complicated 
by the reluctance of some of 
Labour's own members of 
parliament to accept closed 


lists. Several Labour Life 
peers, including former 
ministers, voted against the 
government on Tuesday 
when the bill was voted 
down for the fourth time. 

Tony Blair, the prime min- 
ister, called the vote “an 
affront to democracy”. His 
government has threatened 
to withdraw the legislation if 
defeated again- That would 
mean going back to the tra- 
ditional British first-past-the- 
post system, in which an 
election is won by the candi- 


date with the largest number 
of votes even if that is a 
minority of votes cast. 

Jack Straw, the home sec- 
retary, said the Lords' action 
represented a direct chal- 
lenge to the democratic 
authority of the elected 
House of Commons. 

“The issue is no longer 
about the best electoral sys- 
tem for the European Parlia- 
ment," Mr Straw said. “It's 
about the right of unelected 
hereditary peers - account- 
able to noone but the Tory 
[Conservative] party - to 
frustrate the government’s 
programme.” 

Conservatives want to 
introduce proportional repre- 
sentation to the European 
elections, but say an open 
list gives the voter the power 
to make an individual choice 
rather than leaving the 
selection of candidates to 
party machines. 

Critics of the government 
say Its insistence on a closed 
list is another example of its 
“control freak" centralising 
tendencies. The government 
counters that an open list 
would confuse voters. 

Proponents of Britain's 
current voting system argue 
that the election of candi- 
dates for a particular constit- 
uency by first-past-the-post 
ensures that representatives 
have local ties. This breeds 
loyalty to voters and local 
issues, they argue. 

Viscount Cranbome, Con- 
servative leader in the 
House of Lords, linked the 
dispute to the forthcoming 
battle over the House of 
Lords. He accused Mr Blair 
of seeking to create a wholly 
nominated second chamber, 
“something that would be 
the biggest closed list of all". 


Treasury 
minister 
faces new 
calls to 
resign 

By David Wigbton 
Political Correspondent 


Paris court frees 
ex-MI5 officer 


By Andrew Parker, 

Political Correspondent 

The UK government faced 
embarrassment last night 
after a French court rejected 
its request for the 
extradition of David Shayler, 
a former officer in the MI5 
security service. 

Mr Shayler, who was 
arrested in Paris in August, 
faces two charges relating to 
breaches or the UK's 1989 
Official Secrets Act. Jack 
Straw, home secretary, has 
said a series of allegations 
made by Mr Shayler in UK 
newspapers about the intelli- 
gence agencies have dam- 
aged national security. 

Elisabeth Ponroy. the pres- 
iding judge in Paris, rejected 
the request for Mr Shayler’s 
extradition but gave no rea- 
sons. The Home Office, 
which has not seen the judg- 
ment. said no decision had 
yet been taken on whether 
to appeal. 

Mr Shayler has made alle- 
gations that MIS held files on 


serving cabinet ministers, 
including Mr Straw and 
Peter Mandelson. chief 
industry minister, because 
they were once considered 
potential subversives. He 
has also c laim ed MI6 tried to 
kill Colonel Muammer 
Gadaffi. the Libyan leader. 

John Wadham, Mr Shay- 
ler’s lawyer, said: “This is a 
victory for freedom of 
speech. The French court 
recognised this was always a 
politically motivated attempt 
by the [UK] government to 
silence one of its critics." 

Maurice Frenkel, director 
of the UK Campaign for 
Freedom of Information, 
called for a review of the 
Official Secrets Act, which 
ofTers no public interest 
defence to those accused of 
breaching it. He added: “It 
must be very embarrassing 
for the government.” 

The Crown Prosecution 
Service said the file on Mr 
Shayler would re mai n open. 
If he returned to the UK he 
would face arrest 


Brunei prince wins 
lawsuit against KPMG 


By Jan KeBy 

Accountancy Correspondent 

Prince Jefri of Brunet the 
disaffected younger brother 
of the Sultan, yesterday won 
his battle to stop KPMG. his 
former personal accoun- 
tants, working for the Bru- 
nei Investment Agency in its 
investigation of the sultan- 
ate's troubled finances. 

Five Law Lords - senior 
judges sitting in the House 
of Lords - voted unani- 
mously to grant the injunc- 
tion but reserved the reasons 
for their verdict to a later 
date while awarding costs - 
expected to be about £500,000 
f $840, 000) - against KPMG. 

The ruling is a blow to 
KPMG after months of legal 
argument in the High Court 
and Court of Appeal and 
opens the way for the Law 
Lords to give guidance on 
the effectiveness or so-called 
“Chinese walls" in protect- 
ing client information. 

“Their judgment could go 
much wider than the 


accountancy profession and 
include all those profession- 
als who have to safeguard 
information - including law- 
yers, banks and finance 
houses," said one senior law- 
yer following the case. 

The long-r unnin g action 
was brought by Prince Jefri 
who said he feared confiden- 
tial information gathered by 
KPMG when they acted for 
him In the past might inad- 
vertently be leaked to the 
Brunei authorities who had 
targeted him in their investi- 
gations into missing funds. 

The case hinged on the 
effectiveness of Chinese 
walls within firms to guard 
sensitive information and on 
whether forensic accoun- 
tants - who carry out inves- 
tigations ahead of legal 
actions - owed the same 
wide-ranging duties to tbeir 
clients as solicitors. 

The “Big Five” accoun- 
tancy firms and others have 
been watching the case 
closely because their expand- 
ing global practices depend 


on the use of Chinese walls 
- a device also increasingly 
used by finan cial institu- 
tions such as investment 
banks. 

The lower courts had 
heard how KPMG had 
sought to ring-fence data on 
Prince Jefri 's personal finan- 
cial affairs. Prince Jefri 
argued that they had not 
acted soon enough and had 
refused to tell him if they 
were working for the B1A. 

Lawyers believe that the 
Law Lords may take the 
opportunity of their consid- 
ered verdict to lay out the 
law on some or all of these 
issues. There have been sev- 
eral indications that senior 
lawyers are unhappy with 
present legislation. 

KPMG said it had “main- 
tained client confidentiality 
and that no evidence had 
ever been produced to sug- 
gest that KPMG had 
breached any client confi- 
dentiality”. 

KPMG will continue to act 
as auditors to the BIA. 


Geoffrey Robinson, the 
paymaster general [a Trea- 
sury minister), yesterday 
faced renewed calls for his 
resignation after being 
forced to apologise to the 
House of Commons over his 
failure to register director- 
ships. 

The opposition Conserva- 
tive party attacked Tony 
Blair, the prime minister, for 
not telling Mr Robinson to 
stand down after he was crit- 
icised by the Commons stan- 
dards and privileges commit- 
tee. But Mr Blair said the 
errors happened before Mr 
Robinson became a minister 
and the prime minister’s 
office made clear Mr Blair 
wanted him to stay. 

The committee said Mr 
Robinson should have regis- 
tered his shareholding in 
StenbelL a company which 
acquired bis rights to £3m 
(Sam) of shares in TransTec 
in a rights issue in 1996. The 
shares were then sold to 
Orion Trust the controver- 
sial offshore trust of which 
Mr Robinson was a discre- 
tionary beneficiary. 

Mr Robinson said he had 
not thought of Stenbell as a 
trading company and so reg- 
istrable. But the committee 
said the share purchase was 
'a significant transaction”. 
The committee had previ- 
ously found Mr Robinson 
guilty of two other failures 
to register and said that the 
cumulative effect of the 
shortcomings" warranted an 
apology to the Commons. 

In a very brief statement, 
Mr Robinson apologised to 
MPs for the “oversight" 
adding: “No attempt was 
made by me at any time to 
use my position in this 
House to advance any com- 
mercial interest” 

Mr Robinson was flank ed 
by Gordon Brown, the chan- 
cellor of the exchequer, who 
has strongly supported him 
over the allegations. Mr 
Blair was known to be con- 
cerned about the contro- 
versy but was persuaded by 
Mr Brown not to move Mr 
Robinson in the July reshuf- 
fle of ministers. 

Malcolm Bruce, Treasury 
spokesman for the opposi- 
tion Liberal Democrat party, 
said that Mr Robinson's 
credibility had been seri- 
ously undermined and he 
should consider resignation. 
The larger Conservative 
party pointed out that Rob- 
ert Wareing, an MP in the 
governing Labour party, had 
been suspended from the 
Commons for a week for a 
similar offence. But that 
punishment was last week 
described as "relatively 
severe” by Sir Gordon 
Downey, the parliamentary 
commissioner for standards. 





NEWS DIGEST 


EMPLOYMENT LEGISLATION 

„ _ „ „ B mmmmm 


Trade union chiefs warn 
Blair over worker rights 


The Trades Union Congress warned the government 
yesterday not to surrender to "vested interest lobbying by 
Britain's bad employers" over proposed changes to its 
forthcoming legislation on worker nghts and recognition ot 
trade unions in workplaces. 

The TUC executive protested after meeting Tony Blair, 
the prime minister, and Peter Mandelson, the chie! indus- 
try minister. Mr Blair made dear he was impressed by 
employers' arguments to water down the government's 
proposals on union recognition. 

"Any such moves would cause widespread consterna- 
tion". said John Monks, TUC general secretary. "Good 
employers tell me they have nothing to fear from thu fair- 
ness at work white [policy] paper as it stands. Further con- 
cessions would destroy any government claim their 
approach is based on balance." 

Mr Monks pointed out that employers had already 
secured from the government "an unfair and arbitrary bal- 
lot Threshold" which will require unions securing 40 per 
cent support from those dig foie to vote in an agieed bar- 
gaining unit In addition, small companies covering a quar-^_ 
ter of the workforce will also not be covered by the V 
planned recognition proposals. Robert Taylor, London 


CONSUMER SPENDING 
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More evidence of slowdown 

Heavy discounting by retailers has failed to draw consum- 
ers back to the shops. Official data published yesterday 
show discretionary spending has dropped sharply, drag- 
ging down retail sales 0.4 per cent m October. The second 
consecutive monthly fall in retail volumes offered hard evi- 
dence that an underlying slowdown in consumer spending 
was under way. said the Office for National Statistics. 

The figures triggered speculation yesterday that further 
interest rate cuts could be needed to head oft a damaging 
economic slowdown. Christopher Adams, London 


BSE INQUIRY 

* ^ 

Agriculture ministry attacked * 

Edwaia Currie, a former health minister, has attacked the 
agriculture ministry for being “crass, incompetent, hostile, 
dangerous" in handling food safety matters such as the 
“mad cow" crisis. Mrs Currie resigned from Margaret 
Thatcher's government in 1988 amid fury from farmers 
after she had said “most" eggs were infected with salmo- 
nella. In written evidence to the BSE Inquiry. Mrs Currie 
said the ministry "had long set itself up as the trade union 
for producers" and lacked respect for the public health 
interest. 

Mrs Currie, who is scheduled to appear before the 
inquiry on Monday, spoke about her evidence yesterday 
and accused the ministry of underestimating the incidence 
of BSE. Gautam MaJkani, London 


CUT-PRICE AiRUNE 

New routes to be opened 

EasyJeL the independent cut-price airline, is opening fo^ ( 
new direct routes from Liverpool in north-west England. *is 
new daily scheduled services to Geneva, Barcelona, 
Malaga and Belfast in Northern Ireland will start in Janu- 
ary. Two of Easy Jet’s new Boeing 737s win be based in 
Liverpool, which is to be upgraded to an Easy Jet base, 
rather than a destination. The company, which also oper- 
ates out of Luton, to the north of London, said a further 
two 737 aircraft would join the Liverpool fleet next year, 
adding further destinations. Sheila Jones, Manchester 


ROYAL RECOGNITION FOR CITY 


Euro questions at Merrill Lynch 

Queen Elizabeth and her 
husband Pnnce Philip spent 
yesterday visiting institutions ^ 
including toe Bank of A 
England - the UK central S*?’ 
bank - the Stock Exchange y *' 
and the trading floor at Mer- 
rill Lynch, the US investment 
bank. Aides said her inten- 
tion was to recognise the 
City's role as a big earner 
and employer in the UK and 
as one of the world's largest 
financial centres. She asked 
John Key, head of foreign 
exchange at Merrill, about 
the effect of the euro on 
British businesses. “She 
was certainly very knowl- 
edgeable and asked about 
investor concerns at the 
moment and obviously understood that the euro would 
make an impact" Mr Key said. Earlier yesterday, the 
Queen had opened the headquarters of the new Fmancial 
Services Authority at Canary Wharf in London's Dock- 
lands. 

She and the duke had lunch at the headquarters of the 
Financial Times: she is seen here signing the visitors' 
book. Last night the Queen and prince held a reception at 
Buckingham Palace for representatives of City institutions. 



Patten denies proposal to 
disband N Ireland police 



Prisoners released early under the peace agreement find it hard 
to adjust to a new existence, John Murray Brown reports 


By John Hurray Brown 
In Dublin 


Chris Patten, chairman of 
the independent commission 
on police reform In Northern 
Ireland, yesterday strongly 
denied reports that a prelim- 
inary draff of his recommen- 
dations envisaged disband- 
ing the Royal Ulster 
Constabulary, the region's 
police force. 

A report in yesterday's 
Irish Times newspaper 
claimed the Patten commis- 
sion would recommend the 
RUC be disbanded, with 
serving officers invited to 
reapply to join a newly 
constituted police force. 

Those choosing not to join 
would be entitled to gener- 
ous severance payments. 
The newspaper said the 
force would be unarmed, and 


be organised with links to 
municipal authorities. 

Mo Mowlam, chief North- 
ern Ireland minister in the 
UK government, attacked 
the report as “irresponsible". 
It was also scorned by Mr 
Patten, a former Conserv- 
ative minister who later 
became the last colonial 
governor of Hong Kong. 

But David T rimb le, first 
minister in Northern 
Ireland's new administra- 
tion, called a meeting with 
Mr Patten. “All sorts of 
different ideas are in exis- 
tence,” Mr Trimble said. “We 
know that those who do not 
have the well-being of the 
people of Northern Ireland 
in mind are putting forward 
all sorts of different and 
crazy proposals.” 

But he added: “We remain 
concerned because specula- 


tion does not appear out of 
nowhere." 

Mr Patten is not due to 
report to the government 
until next s umm er. The com- 
mission is conducting public 
meetings to hear local views 
on the changes needed to 
make the police more widely 
acceptable. 

The Northern Ireland 
police federation raised fears 
earlier this week that aboli- 
tion of the RUC was part of a 
trade-off to secure “decom- 
missioning” of weapons by 
the Irish Republican Army. 
Ms Mowlam strongly reject- 
ing the suggestions. 

Mr Patten said the com- 
mission had not yet started 
forming its conclusions. 
"And we won't be in that 
position for several months 
and certainly not before we 
have heard from everybody.” 


W hen Jimmy, a former 
“loyalist" paramili- 
tary. applied for a job 
after his recent release from 
the Maze prison in Northern 
Ireland, his prospective 
employer was a little puzzled 
by a large gap in his resume. 

He should have made clear 
he had been in jail. But like 
other former paramilitary 
prisoners, he Is trying to put 
those missing years behind 
him 

The 200 republican and 
anti-republican “loyalist” 
inmates already Creed under 
the April peace agreement 
may be welcomed as heroes 
in their own neighbour- 
hoods. But when paramili- 
tary groups are still refusing 
to take their guns out of 
commission, the sight of ex- 
prisoners walking free 
disgusts many people. 


While the public still has 
deep misgivings about the 
early release scheme, the UK 
government is clearly reluc- 
tant to be seen as helping 
prisoners re-integrate them- 
selves and start a new life. 
There Is no special govern- 
ment money for the task. 
The only funds going 
towards these groups is 
European Union aid under 
the peace and reconciliation 
programme. 

Apart from that, prisoners 
receive the equivalent of a 
week's benefit in advance on 
release - the so-called dis- 
charge grant - of about £50 
($84). Those without homes 
receive a further £5L 

Brian Currln. the South 
African human rights law- 
yer, who has been appointed 
to head the Northern Ireland 
sentence review commission. 


believes too little has been 
done to anticipate the prob- 
lems of re-integrating 
prisoners. 

“In South Africa there was 
an assumption that political 
change would result in 
social change; that they 
would get the jobs they 
wanted. Here the attitude of 
society to prisoners is much 
more negative. They are still 
seen by most people as 
either terrorists or thugs.” 
Prisoners in Northern 
Ireland feel the government 
has acknowledged their spe- 
cial status by agreeing to 
early release. But once out- 
side they find little has 
changed. 

The self-help ethos runs 
deep, particularly among 
republicans. Many taxis in 
west Belfast are ran by for- 
mer inmates, though it is 


notoriously difficult for ex- 
prisoners to secure a licence 
to cany passengers. Obtain- 
ing a truck driver's licence is 
nearly Impossible, prisoners 
complain. 

One of the problems is 
that by working exclusively 
with their own welfare 
groups - usually linked to 
the paramilitary organisa- 
tions - they have shunned 
the counselling and other 
services that could be pro- 
vided by statutory bodies 
such as the Northern Ireland 
Association for the Care and 
Resettlement of Offenders, 
“it's the offender tag in our 
name that puts them off," 
says a Niacro official 

Carol Ni Chuilin, who 
runs a republican prisoners' 
centre, says: “To work with 
these organisations would be 
criminalisation by the back 
door.” 

Ken Clelland is an east 
Belfast businessman who is 


trying to ease the former 
inmates back into normal 
life, working with the pris- 
oner organisations to find 
suitable jobs. Some ioo busi- 
nesses have said they would 
employ ex-prisoners on their 
merits. 

Under security vetting 
rules, former paramilitaries 
are barred from taking Jolis 
in the state sector - which 
accounts for 30 per cent of 
employment in Northern 
Ireland. Contractors reliant 
on public tenders are also 
wary oF taking on former 
prisoners. 

In addition there is a list 
of professions - including 
the law and teaching - tint? * 
have to disclose information * 
on employees' criminal con- 
victions. Michael Ritchie, 
who co-ordinates the republi- 
can prisoner groups, savs: 
There needs to be a prohihi- 
tion on discrimination on 
jobs, in effect an amnesty,” 








t 






• t 
















FINANCIAL TIMES THURSDAY NOVEMBER 19 1998 ★ 



$ 




% 

*.*i. 


It is the way of things that, all too frequently, fate fails to read 
the script we have so carefully prepared for it 

Our long-term vision of Europe, however, suffers no such 
uncertainties. As a business case, Europe is irresistible. 

Here is a territory whose markets are both vibrant and 
liquid. With an intriguing mix of the developed and the developing. 


font state, Europe now accounts for a third of th 




world's GDP. 

Its landscape is being shaped by businesses which, increasingly, 
are thinking of Europe -wide sectors rather than mere domestic share. 

And it is inhabited by a longer-living population; one which 
is grasping quickly the need for lasting financial self-reliance. 

From where we sit, Europe 's future can already be written 
with some confidence. Even now, the region is tearing down any 
barriers that stand in the way of growth — be they banknotes or 
boundaries. 

For those who have the vision to seize them, the opportunities 
of the next decade will be rich indeed. 




Merrill Lynch 
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MANAGEMENT VIEWPOINT SUMANTRA GHOSHAL AND SIMON CAULKIN 

— 

Escape from ruthlessness 


The hard-driving, dictatorial corporate chief is in fashion - but other 
options allow a more humane and reasonable style of leadership 


At a recent conference on 
corporate transformation, 
a well-known 
management consultant 
and author startled his 
audience by running a top US 
industrialist as both the best 
CEO the company had ever had - 
and an “asshole". 

He was recalling a debate 
among a group of young 
managers around a conference 
table at that company's 
management training centre. The 
statement was meant as a 
compliment - not that the CEO 
was personally highly 
unpleasant, but that he knew 
how to take tough decisions for 
the good of the company. 

However, it provoked a 
passionate and unexpected 
response which, in coffee breaks 
and over meals, became a mirror 
to the conference’s official theme: 
can only such people bring 
modern corporations up to speed? 
Does transformation of ossified 
organisations and entrenched 
cultures require a degree of 
ruthlessness that lies beyond tbe 
reach of decent people? 

If so, is the only role for 
reasonable men and women in 
management - especially change 
management - to step aside and 
otter themselves up as 
self-sacrifice? Is there an 
alternative? 

As participants delved into 
these themes, it became clear 
that the conference itself was a 
rich microcosm of tbe dynamics 
at play. Some of the world's most 
respected companies attending 
the event were change 
consultants and business 
academics, all earnestly debating 
how to bring about change and 
manage it better, for the benefit 
of - what? Suppose that with the 
best will in the world, in our 


search for greater efficiency, 
speed and thoroughness, we were 
ail part of an infernal cycle, a 
profoundly coercive system in 
which managers, change agents 
and academics were all 
collaborating to make both work 
and leadership - although 
materially rewarding - a 
crippling and inhuman 
experience? 

There is no novelty in 
recognising the dangers of 
unprincipled leadership. We 
learnt of those dangers quite well 
during two world wars. 

As a result, we learnt to 
cherish leadership, with a small 
“1". Embarrassed by the scandal 
of its former chief executive Sir 
Henri Deterding, a leader who 
developed the wrong sympathies 
in the last war, Shell created a 
governance system In which no 
individual could exercise 
exclusive power. Continental 
European companies devised 
complex systems of checks and 
balances, as did companies in 
Japan, and even North America. 

What is new is that we are 
once again Tailing in love with 
Leadership, with a capital "L". At 
least in the corporate sector, we 
see it rising everywhere, not only 
in the form of Jack Welch (GE) or 
Andy Grove (Intel), but also in 
the form of Percy Bamevik 
(Investor, and formerly ABB), 
Ferdinand PiBch (Volkswagen), 
Dhirubhai Ambani (Reliance) and 
Lee Run Hee (Samsung). , 

Similarly, the dehumanisation 
or work is not a new complaint 
What is new is tbe enormous 
pressure being created within 
companies, propelled by a 
powerful dynamic or competition 
and reward among investing 
institutions and corporate 
managers. 

This pressure has placed an 


unprecedented premium on 
executives who are 
"unreasonable'’: people ambitious 
and determined enough to go to 
extraordinary lengths to fulfil 
their mission to capital markets. 
They put it above everything 
else. That is what boanis seek in 
Lhelr CEOs and. in turn, what 
CEOs seek of their subordinates. 

Such people are individually 
celebrated in the business press. 
Collectively, their traits are 
bundled into the composite of 
today’s Ideal business leader: 
hard-driving, decisive, ruthless, 
heroic, independent, male. 

Such managers are hugely 
influential as role models and 
recruiters in their own image. 

Yet they do not exist in Isolation. 


Management today 
suffers from a 
profound moral 
and philosophical 
vacuum 

Lower down tbe organisation, 
ambitious fast-trackers remain 
willing to collude in their own 
dehumanisation. In return for the 
promise that they too will get a 
turn at tbe helm. Academics and 
consultants devise new 
justifications for 
unreasonableness and arguments 
to keep the treadmill moving 
Caster. 

The press, too, plays a part By 
identifying companies with their 
leaders, oversimplifying the 
determinants of success and 
hero-worshipping strong, 
top-down “Leaders”, they not 
only celebrate this model of 


management, but they 
simultaneously delegJtmuse 
those who are unwilling or 
unable to play by its rules. 

Is there an alternative, or arc 
we destined to live in a corporate 
world that will soon be led not by 
Mr Welch, the roan, but by Mr 
Welch, tbe ima ge, personified in 
men like “Chainsaw Ai" Dunlap? 

One can go back to Plato to 
look for answers. One alternative 
is to find ways to develop 
philosopher kings who will 
exercise absolute power with 
wisdom, compassion and 
restraint. The other option is to 
redesign the system, to bring in 
more checks and balances to 
moderate the risk of human 
frailties. 

The first option requires a 
fundamental redesign of 
leadership development processes 
in companies and business 
schools. Large corporations are 
not only one of tbe most 
powerful institutions of modem 
society, they are also among its 
most precious assets. Versatile 
and creative, they are capable of 
amplifying human effort across 
national and cultural boundaries. 
They create and distribute most 
of society’s wealth, innovate, 
trade, generate choice and raise 
living standards. They are the 
custodians of society's resources, 
and serve as the principal engine 
of progress. It is important for 
senior managers to frame their 
own roles within an 
understanding of the role of the 
institutions they lead. 

Management today suffers 
from a profound moral and 
philosophical vacuum. There is a 
need to reinstate both as integral 
parts of management 
development processes. It may 
not lead to philosopher kings, but 
it would at least help each 
potential leader confront the 
choices that he or she roust 
make, and the implications 



of those choices. 

The second option is more 
pragmatic and more complex. We 
have created a system in which 
the desires of one constituency - 
the institutional investor - are 
hardwired to management 
behaviours, through a direct 
connection maintained by the 
board. 

Simultaneously, we have also 
shaped a normative order in 
which there are no upper limits 
to return on capital. There are 
dear upper limits on returns to 
labour - epitomised in tbe 
naming and shaming of "fat cats" 
in boardrooms - defined largely 


■ 

j in social and moral terms. Yet, 

| for capital, there is neither any 
friction on flow, nor any limit on 
/ expectations of return. 

We have to confront the 
questions: is there any boundary 
to this normative order, this 
theory of investor capitalism? 
Should these boundaries be 
reflected in legislation, in the 
structure of corporate 
governance, and in the 
formal responsibilities of 
tbe board? 

There is no inevitability about 
the asshole model of 
management. We do have a 
choice. But it would be 


dangerous to deny its power, or 
the impetus of the dynamic that 
perpetuates it 
"Reasonable” people 
- managers, ^ 

consultants. 

academics, et al - Vii, 2 .- 

must work as hard as 
their driven 

counterparts to articulate*"' 
the necessary alternatives. 

Sumantra Ghoshal holds the 
Robert P. Bauman Chair in 
Strategic Leadership or 
the London Business School 
Simon Caulkin is a Journalist 
and management writer 
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New technique 
‘improves detection 
of malignant cells’ 

When Lev Goltsman emigrated 
from Russia to Israel in 1991, he 
took with him several skills, as 
pathologist, natural scientist and 
acupuncturist, writes Judy 
Darrpsey- 

After working in an Israeli 
hospital, he was persuaded by 
Dan Gefvan, a business 
economist, to Join CellStain, a 
small government-subsidised 
company working on detecting 
malignant cells in the most 
reliable and efficient way. 

The conventional way to do 
this Involves placing ceils on a 
slide. A histo-chemical process is 
used to stain the cells, 
highlighting their structure. They 
are then inspected by 
conventional light microscope to 
see which are malignant 

To improve the precision of 



this method, Dr Goltsman started 
using plant extracts. By 
combining proprietary 
histo-chemical techniques, 
biological stains and plant 
extracts, CellStain found it could 
differentiate between normal and 
malignant cells in a relatively fast 
15 minutes. Normal cells were 
stained green; malignant ones 
red. 

CellStain believes malignant 
cells can be distinguished more 
easily by this method, and 
decided to use ft for detecting 
cervical cancer. The most 
common test for cervical cancer 
is the Pap smear which aims to 
discover the prevalence of 
precancerous cells by means of 
screening. 

Mr Gel van believes his 
CellStain method could increase 
the detection of pre-malignancies 
and malignancies on 
alcohol-fixed cervical smears. 
Moreover, labour-intensive 
manual screening could be 
replaced by a 


computer-integrated 
image-analyst system capable of 
screening Pap smears. 

He says the computerised 
system could determine the 
adequacy of the smear - 
indicating, for example, whether 
enough cells had been scraped 
for examination or whether the 
slide was dean, ft could also 
indicate whether further 
screening was necessary. The 
new device would indicate the 
areas on the slide where positive 
ceils had been detected. 

Although in very early stages - 
clinical trials are due to start in 
the next 18 months - CellStain 
has conducted a blind pilot study 
for cervical cancer with an Israeli 
hospital. 

Out of 83 women, it detected 
six cases of suspected 
premalignancy which had not 
been detected by the 
conventional technique. 

CeSStaln Technologies, Israel; fax 
97289408085; e-mail 
ceHstaf®neMsion.netJI 


Sinking marks 
without trace 

A process that eliminates the 
"sink marks" often associated 
with injection-moulded products 
could soon be used to 
mass-produce panels for the 
motor industry, its developers 
believe. 

Two British consulting 
engineers who have licensed 
their technofogy to Battenfefd, 
the German manufacturer of 
injection-moulding machinery, 
say that whole sides of cars and 
complete doors could be made 
by the process, writes Tom 
Unton. 

Don Griffiths and Roger 
De'Ath, of Devon-based Kontor 
Moulding Systems, believe it will 
enable exterior vehicle 
components to be produced to a 
high-quality finish in any colour. 
The technology could also be 
useful to other industries 


mass-producing items made 
from reinforced and 
flame- retardant plastics. 

In conventionally moulded 
thermoplastic products unsightly 
“sink marks" often appear along 
the line of reinforcing ribs and 
webs as the material cools in the 
mould. Where aesthetic factors 
have to be considered, this has 
restricted the size -of items 
requiring ribbing for strength. 

To counteract shrinkage, 
Kontor 1 5 technology applies 
nitrogen under pressure to one 
side of an injection moulding 
while the material is cooling. The 
tool's inside surface is modified 
to allow an even distribution of 
gas across the moulding and to 
give an effective gas seal. 

The process, known as 
Airmould Contour, is being 
evaluated by the cosmetics 
industry. Developed in 
conjunction with the Polymer 
Centre at Exeter University, it is 
also said to be faster than 
conventional moulding. 


Don Griffiths, Kontor. tel UK 
1803 521009 ; fax 7803 552663 

Garlic's secret 

Garlic's medicinal qualities have 
long been known. Now nutrition 
researches at Penn State 
university in the US have thrown 
light on some of the herb's 
mysteries, writes Andrew 
Baxter. 

Yu-Yan Yeh, professor of 
nutrition, and Ujuan Liu, a 
doctoral candidate, have 
identified a group of chemicals in 
garlic that reduces by 40 per 
cent to 60 per cent the 
production of cholesterol by rat 
liver cells in laboratory tests. The 
three water-soluble, 
sulphur-containing chemicals are 
S-allyl cysteine, S-ethyl cysteine 
and S-propyi cysteine. 

Separately, Kun Song, doctoral 
candidate, and John Milner, 
professor and head of the 
nutrition department, have shown 
that microwave heating or 



Cloves cure: garlic may help fight 
cancar and reduce cholesterol 


roasting garlic can diminish or 
destroy its anticancer properties, 
unless the herb is chopped or 
crushed and allowed to stand for 
at least 10 minutes before 
cooking, activating an enzyme 
crucial to the production of 
compounds which possess 
anticancer properties. 

Penn State : Or Yeh, e-mail 
yyylQpsu.edu; Dr Milner, 
jam14Qpsu.edu 
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CASE ZN. POINT: 


CLIENT: 


MISSION: 

To give police departments the ability to rapidly identify suspects and share 
investigative information. 


STR AUow investigators instant Web access to photos, fingerprints, topographic crime maps and criminal profiles to help pinpoint 


likely suspects. 


PRODUCTS: 


OUTCOME: 


Informix* Dynamic Server,™ Universal Data Option,™ complete Web-enabling software 
and Informix Enterprise Consulting group all helped launch GTE’s The Bastille" service. 


More crooks in jail, 

less time spent catching them 


WE 




a* 
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Informix builds the biggest , fastest , smartest data engines . For business 


To find out more about the technologies GTE used, visit our Web site, or call us at +44-181-818-1000 (Europe) or 1-800-331-1763 (U.S.), 
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tracks European 

.. 4 ' 5 .' 

and 


FTSE Euroftfdis.^ 'unique new tool that 
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Cap performance 

range 

of indices. % broad based European 
Index of the FT/S&P AWI has been 
established for over ten years and the 
FTSE Eurotop TOO. and FTSE Eurotop 
300 are widely held to be the most 
accurate indices to track Large Cap 
stocks... but the FTSE EuroMid is 
different. 


An essential difference 

Mid Cap stocks have a much greater 
exposure to European domestic 
conditions than Large Cap. They 

differently and 

new FTSE EuroMid 


now 


you can track them with precision. 






See for 

The FTSE EuroMid is calculated real 
time. The end of day values and a 
current constituent list can be found 
on our website. 

http://www.ftse.com 
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CINEMA 


Under the spell 
of eels and guns 


Nigel Andrews finds a Japanese fable 
and Golden Palm winner full of good ideas 


What's in a Golden Palm? 
The SeTs reward for winning 
the 1997 Cannes Film Festi- 
val has been to take Vk 
Tears to slither arthriticaUy 
into Britain, with the risk 
that we may have forgotten 
why we liked it so much at 
the time. This is a bizarre 
Japanese table. Man goes to 
jaD for the violent murder of 
his unfaithful wife; man 
emerges eight years later to 
become a village barber, fall 
in love with a waif and dote 
even more on the pet eel 
kept in a living-room tank. 

My theory is that The Eel 
was funny, not always Inten- 
tionally, and laughter at a 
film festival is like lemonade 
in the desert Another the- 
ory: the only people who win 
the Golden Palm twice, as 
director Shohei Imamura 
has done, are those who 
were lucky to win it once. 
Compare Emir Underground 
Kusturica and BiLle August 
of Best Intentions and now 
(see below) Les MiseraNes. 

Imamura was first trended 
at Cannes for the weird Bal- 
lad of Narayama (1983), in 
which death-obsessed peas- 
ants clambered mountains to 
mystic oblivion. This direc- 
tor has a plain, gnomic, 
almost staccato style. Each 
scene seems a tableau utvant 
barely related to others. And 
his characters dwelling on 
the social fringes - prosti- 
tutes. cr iminals , the poor or 
persecuted - malm fe w bids 
to add loveability to roguish- 
ness, or glamour of soul to 
frugality of facade. 

Yet The Eel does cast a 
spell, mainly because Ima- 
mura is Intrigued by the 
unaccountability of the idee 


fixe. Number one idie 
belongs to the eel-enam- 
oured hero (Koji Yakusho), 
whose passion may have 
symbolic value for us In 
twinning a resilient outcast 
reptile with its likewise 
owner but whose psychologi- 
cal underpinning for him 
remains intrig uing ^ elusive. 
Other idies are those of the 
local madman who marks 
out a landing space in a 

THE EEL 

Shohei Imamura 


ROUNDERS 

John Dahl 


RONIN 

John I 


ANGEL SHARKS 

Manuel Pradas 


DEAD MAN’S CURVE 

Dan Rosen 

LES MISERABL£S 

Bide August 

cornfield for extraterrestrials 
and the girlfriend's mother 
who cannot stop dancing. 

The film’s love of madness 
even infects its style and 
syntax. There are little wing- 
dings like the insert-shot of a 
bullfrog burping or the 
hero's split-second night- 
mares and eel dreams. The 
Eel docs not exactly “add 
up” as a film, let alone a 
frilly audited life story. But 
then - Imam Lira’s point - 
neither does human behav- 
iour. We are all animals led 


by desire, impulse, serendip- 
ity and wistful appetite, even 
though we may pretend to 

be much more. 

* 

“If you can't spot the sucker 
in your fust half-hour at the 
table, then you are the 
sucker," overvoices Matt 
Damon in Rounders. Card- 
playing has made fine mov- 
ies. but this latest from The 
Last Seduction director John 
Dahl is not one of them. 
Despite its carefully carpen- 
tered m axim a or perhaps 
because of them - “We cant 
run from who we are, our 
destiny chooses us,” pontifi- 
cates Martin Landau as 
Damon's law professor - the 
movie seems inert, senten- 
tious, bromidic. 

We are asked to care 
whether Damon continues 
his studies, with exams 
approaching, or neglects 
them for felonious card- 
sharping. Since we have 
seen Damon in Iawyerly 
action in The Rainmaker . we 
would rather he card- 
sharped. Many more goody- 
two-shoes roles like that and 
much of this and the heart- 
throb hailed for Good Will 
Hunting will beat the Hugh 
Grant record for fastest ever 
burnout. 

The movie is stolen by 
Edward Norton as Damon's 
jail-released chum and 
tempter. Norton has no good 
looks to showcase, so he 
gives us a nervy, grungy, 
hyperkinetic Mephistophe- 
les. With that seedy-school- 
boy face constantly warped 
by malice or mischief, Nor- 
ton seems ahead of every- 
one’s game. Only when he or 
John Malkovich's Russian 
poker supremo is on screen 
does Rounders behave as if 
its director and writers 



Action overdrive: Jean Reno in 'Ronin', where care screech , guns tattoo and bodes thump 


Great expectations 
between friends 
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ANDREW CLMIK 

Wanna PMAamonfoUansons 
Royal Festival Hafl 
Itzhak Potman 
Barbican Hall 


Much missed in London 
these past three years, Mar- 
iss Jansons returned on 
Tuesday to the Festival Hall 
- not with the London or 
Oslo Philharmonics, the two 
orchestras with which Brit- 
ish audiences associate him, 
but with the Vienna Philhar- 
monic. it was a relief to find 
him conducting with an 
energy and sparkle that 
belied his recent history of 
heart trouble. 

The prospect of Jansons 
making music with an 
orchestra of such distinctive 
sound drew a full house. But 
despite a second encore of 
the Johann Strauss polka 
Unter Donner und Blitz, 
which had enough fizz to 
earn Jansons an invitation 
to Vienna at New Year, the 
evening was not an unmiti- 
gated success. The conduc- 
tor-orchestra relationship 


had the appearance of 
mutual respect but neither 
brought out the best in each 
other. 

With a programme of 
Weber's Oberon overture, 
Richard Strauss's Also 
sprach Zaraihustra and Dvo- 
rak's Eighth Symphony. Jan- 
sons' sympathies with the 
central European repertoire 
were much in evidence. The 
Weber and Dvorak were 
firmly sculpted and sensi- 
tively moulded, the wood- 
winds and individual string 
sections seizing every 
chance to show off their 
plush velvet colours. 

That in itself afforded 
much pleasure, impressing 
the listener afresh with the 
continuity of Viennese tradi- 
tion; but both performances 
found Jansons plundering 
the music for contrasts of 
tempo and dynamic which, 
given Lhe orchestra's some- 
times sluggish responses, 
were not always illumina- 
ting. 

The opening Allegro of 
Oberon suffered most. The 
rapier thrust of a baton 
might have yielded cleaner 
articulation in such a large 


complement of violins; but 
the new, baton-less Jansons 
had to rely on an implicit 
understanding with his 
musicians, and at this hectic 
speed, it was not enough. 

Again, in the first and last 
movements of the Dvof&k 
symphony, the sheer gusto 
of Jansons' approach was 
compromised by his reluc- 

The relationship 
had the 
appearance of 
mutual respect 

tance to draw out the natu- 
ral lineaments and allow air 
into the textures. Only in 
the waltz-like lilt of the third 
movement was there an 
effective marriage between 
Viennese charm and Bohe- 
mian musicianship. 

Modified rapture, too. in 
Zaraihustra. The famous 
sunrise was ideally crisp, 
weighty, propulsive; crescen- 
dos and decrescendos were 
grasped in a way that 
achieved maximum pur- 


(David Levien, Brian Koppel- 
man) wanted to deliver a 
movie rather than a moral 
tract. 

Goodness knows what 
John Frankenheimer and 
writers J.D. Zeik and Rich- 
ard Weisz taka David 
Mamet) wanted to deliver 
with Ronin. But honesty 
compels me to say that 1 
enjoyed every minute - 
almost - of a film that 
mature assessment would 
denominate as tripe. A gang 
of crooks led by Jean Reno 
and Robert De Niro are 
undone by internal betrayal 
(who might it be?) after a 
high-stakes robbery. 

We start in an unconvinc- 
ing nocturnal Paris, where 
the shade of Inspector Clou- 
seau seems close. Matters 
become no more plausible by 
day as De Niro busks his De 
Niro-ish stuff and an “inter- 


chase on the music's maj- 
esty; even in the murky 
depths of muted trombones, 
the playing had unrivalled 
luxuriance. The complete 
Strauss performance? Not 
quite. One missed the golden 
line binding each incident 
into a coherent architectural 
whale. With a younger, more 
athletic orchestra. Jansons 
might have got away with it 
What this concert suggested 
was that he and the Vien- 
nese are temperamentally 
out of tune. 

Itzhak Perlman's Barbican 
recital the previous evening 
had the same air of unfulfil- 
led promise. It was a curious 
programme, embracing one 
of Mozart's most self-effacing 
sonatas (K306) and Schnit- 
tke's faux-naif Suite in the 
Old Style- Until his encores, 
there was no sign of the wiz- 
ardry on which Per lman 's 
reputation is based. Instead, 
we witnessed a great violin- 
ist taking simple pleasure in 
his music, undeterred by 
Bruno Canino's obscure 
accompaniments. The classi- 
cal foundation of Strauss’ 
early Sonata benefited most 
from Perlman's cantabile 
sweetness, and there was a 
whiff of the Jewish fiddle 
tradition in his glistening 
treatment or Smetana's 
From the Homeland. Not 
even that, however, could 
lift the subdued temperature 
of the evening. 


national cast” of Sean Bean, 
Stellan Skarsgard and Nat- 
asha McElhone gather round 
the heist-plan drawing 
board. But once the film 
moves into action overdrive, 
everything becomes brighter 
and busier if not actually 
better. 

Frankenheimer makes 
cars screech, guns tattoo and 
bodies thump, and there is a 
terrific scene with De Niro 
supervising a bullet's 
removal from his own body. 
(At the end he gasps. “If you 
don’t mind. I'm gonna pass 
out"). In this second half, we 
are only briefly detained by 
a pause for pretension, when 
cameo-player Michel Lons- 
dale expounds the Japanese 
history of the Ronin warrior 
code. Thank you. Title 
explained. Now let us get 
back to the bang-bang. 

The French film Angel 


Sharks (Marie Bate Des 
Anges) has a wonderful 
insouciance of structure. Its 
portrait of errant teenagers 
living for sex, crime and 
casual self-discovery on the 
Cote d'Azur might have been 
edited by a group of Dadaists 
wearing blindfolds. 

We clutch at meanings 
and connections. Who is the 
boy (Frederic Mai gras) rob- 
bing the ritzy villa? Why 
does he shoot his friend in a 
prologue that might be a 
flash-forward? Does be know 
the girl (Vahina Giocante) 
wbo is sullenly tarting with 
a group of American sailors? 
And how does all this relate 
to the “Angel Rocks" shaped 
like shark fins ont In the 
bay: a mythic bay named 
after the Nice one but 
clearly pieced together from 
shots of France and Italy? 

When not infuriating. 


though, the film is magicaL 
Christophe Pollock’s wide- 
screen photography creates 
an Arcadia, where blue seas 
caress jungle-like hinter- 
lands and in which director 
Manuel Pradas moves his 
cast about like animals 
searching for prey. A little 
more lucidity of plot might 
have helped. Then again, a 
little more lucidity might 
have wrecked it all. 

A critic knows he did not 
survive a film fully con- 
scious when he cannot read 
his own notes, scrawled 
through a Lethean haze. Dan 
Rosen's Dead Man 's Curve is 
a dtf/a-everything black com- 
edy - vu. entendu, send - 
about murder-plotting stu- 
dents. Rosen scripted the 
acutely similar The Last 
Supper, star Matthew Lillard 
was in the painfully compa- 
rable Scream (twisty, post- 


modern) and the lighthouse 
on the cliff is out of The Fog 
by Final Analysis. Rosen 
should get a life rather than 
seeing old movies or canni- 
balising his own. 

Finally. Bille August's Les 
Misirables, yet another 
movie (latest count, 15) of 
the Victor. Hugo warhorse. 
Like several reviewers 1 
arrived late for the half- 
hour-early press show 
thanks to distributors failing 
to distribute alerts. We 
found Liam Neeson's Val- 
jean already operating as 
Mayor of Vigau, already 
emoting over Uma Thur- 
man's dying waif and 
already crossing verbal 
swords with Geoffrey Rush's 
sinister Javert. All goes to 
plan after that - escapes, 
showdowns, Paris uprising - 
in a film as predictable as 
Christmas. 


BELFAST FESTIVAL FRINGE 


An umbrella for exhibitionists 


For some years now, one of 
the Belfast Festival's attrac- 
tions has been that it 
includes a number of “frin- 
gey” events; this year, how- 
ever, sees the birth of an 
official Belfast Festival 
Fringe. It is bigger than its 
elder sister, erven if in some 
cases it serves merely as a 
convenient umbrella: coun- 
try superstar Garth Brooks' 
five sell-out nights in the 
province's biggest concert 
venue - a fringe event? 

Some oT the fare on offer is 
attractively cheeky. The 
Rldiculusmus company's 
The Exhibitionists, for exam- 
ple (which I saw in August 
in an Edinburgh Fringe 
theatre), is an appealingly 
bonkers hour spent In the 
company of two art gallery 
guards desperately trying to 
keep themselves amused. Its 
Belfast revival takes place in 
the perfect setting of an 
exhibition by Yoko Ono. 

The official festival, how- 
ever. retains its element of 
small-scale, recherche works, 
usually in the Old Museum 
Arts Centre. That venue 
hosted Andrew Dawson and 
Jos Houben's Quaere Mams 
prior to its Christmas stint 


at the Lyric Hammersmith 
in London. I adored this 
piece on first viewing in Jan- 
uary. and I adore it still: a 
table-top mime presentation' 
in which the action is per- 
formed by the practitioners' 
hands alone. 

Some sequences are 
abstract, some representa- 
tive - [ think I spotted a 
miniature film notr, a 1950s 
giant-insect movie and an 
entire global evolutionary 
process in there somewhere. 
Quatre Mains is not quite 
dance (as it has been 
reviewed elsewhere), nor is 
it quite theatre; it is, though, 
quite delightfuL 

So, in its grim way, is the 
Gare St Lazare Players' 
stage adaptation of Samuel 
Beckett's Mollay, heretofore 
feted on the 1997 Edinburgh 
Fringe. Conor Lovett’s deliv- 
ery is out of the Beckettian 
theatrical mains tream, being 
diffident, dismissive and dis- 
tracted - reminiscent, in 
fact, of comedian Ardal 
O’Hanlon in more reflective 
mood. Lovett gets up from 
the audience, murmurs apol- 
ogetically for an hour, stops 
and walks off. . . very engag- 
ing. 


Before the Belfast visit of 
Robert Wilson and Philip 
Glass’ digital opera Monsters 
Of Grace, the festival devoted 
last weekend to the unfath- 
omable Wilson. Bob, per- 
formed by Will Bond In a 
more madcap characterisa- 
tion than strict imperson- 
ation might permit, was an 
assemblage of remarks cul- 
led from three decades of 
interviews with, and fea- 
tures on, the director him- 
selfl 

Many of the most interest- 
ing extracts undiplomati- 
cally anticipated Wilson's 
own lecture on Sunday even- 
ing, speaking of everything 
from his work with deaf and 
autistic collaborators to the 
“flatness" of Ralph Fiennes’ 
Hamlet to his own collection 
or more than 2,000 chairs. 
Like the judge in the old 
joke, after three hours we 
may have been none the 
wiser but we were much bet- 
ter informed. 

The domestic theatrical 
hi ghl ight of the festival is a 
revival of Stewart Parker's 
Northern Star, jointly pro- 
duced by the Field Day and 
Tinderbox companies and 
directed by Stephen Rea. 


Parker’s play, which focuses 
on the role of Belfast dis- 
senter Henry Joy McCracken 
(Conleth Hill) in the United 
'Irishmen’s uprising of 1798, 
gains in power by being 
staged in that rising's bicen- 
tennial year and in that 
same First Presbyterian 
Church in Rosemary Street 
where McCracken and his 
fellows worshipped. 

Most main scenes are writ- 
ten in parodies of Anglo- 
Irish playwrights from Far- 
quhar through Wilde to 
Beckett, but this is more 
than a stylistic tour de force. 
Throughout the play, it is 
dear that the passionate 
striving of McCracken to 
find a clear path between the 
opposing religio-political 
camps in Ireland is shared 
by Parker to the very mar- 
row. Since Parker's prema- 
ture death 10 years ago, only 
now have 1 come truly to 
realise wbat an immense tal- 
ent was lost with him. 

Ian ShutUeworth 

r estiv al continues untfl Novem- 
ber 29; box office 01232- 
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ADELAIDE 

OPERA 

The Ring Cycle: by Wagner, 
staged by Pierre Strosser and 
conducted by Jeffrey Tata this is 
the first production in Australia 
since 1913; to 
Nov 24 

AMSTERDAM 


Netherlands Opera, Het 
MuzMrtheater 

Tel: 31-20-551 8911 
The Rake's Progress: by 
Stravinsky. Conducted by 
Reinbert de Leeuw in a staging 
by Peter Sellars. Cast includes 
Donald McIntyre, Thomas Randle 
and Willard White; 

Nov 20, 23 

CHICAGO 

CONCERTS 
Orchestra HaH 
ret 1-312-294-3000 
www.chicagosymphony. org 
Chicago Symphony Orchestra: 
conducted by Riccardo Chailly in 
works by Mahler and 


Mendelssohn. With 
mezzo-soprano Petra Lang and 
baritone Simon Keentyside; Nov 
19, 20, 21.22 

OPERA 

Lyric Opera of Chicago 
Tel: 1-312-332 2244 
www.lyricopera.org 
Ariadne auf Naxos: by R. 

Strauss. New production by John 
Cox, conducted by Robert 
Spano. Cast includes Deborah 
Voigt and Susan Graham; Nov 21 

EDINBURGH 

OPERA 

Edinburgh Festival Theatre 
Tel: 44-131-529 6000 

• Scottish Opera: Tristan und 
Isolde, by Wagner, in a 
production by Yarmis Kokkos, 
directed here by Peter Watson 
and conducted by Richard 
Armstrong. Cast includes Jeffrey 
Lawton and Eva-Maria 
Bundschuh; Nov 21 

• Scottish Opera: The Magic 
Flute, by Mozart, in a production 
by Martin Duncan, conducted by 
Richard Fames; Nov 20 

HELSINKI 

DANCE 

Finnish National BaDet 
Tel: 358-9-403 021 
Giselle: staging by Sylvie 
Guillem. With sets and costumes 
by Ram6n B Ivars. Conducted by 
David Garfoth; Nov 19, 20 

HUDDERSFIELD 

CONCERTS 

Huddersfield Contemporary 


Music Festival 
Tel: 44-1484-430 528 

• BBC Scottish Symphony 
Orchestra: conducted by Tan 
Dun In the UK premiere of his 
opera Marco Polo. Concert 
performance, with the Chorus of 
lhe Royal Scottish Academy of 
Music and Drama; Town Hall; 

Nov 22 

• London Sirrfonietta: 
conducted by Elgar Howarth in 
works by Simon Holt, Luis de 
Pablo and EHiott Carta*. With 
piano soloist Rolf Hind and 
clarinet soloist Michael Collins; St 
Paul's Had; Nov 20 

• Nash Ensemble: conducted 
by Martyn Brabbins in works by 
Tumage. Simon Holt and John 
Casken. With mezzo soprano 

Jean Rigby and oboe soloist 
Gareth Huise; St Paul’s Hall; 

Nov 21 

• Nuove Sincronie: UK debut of 
the Milan-based ensemble, 
conducted by Renalto Rivotta in 
the UK premieres of three works 
by Luis de Pablo; St Paul's Hall; 
Nov 22 

OPERA 

Huddersfield Contemporary 
Music Festival 
Tel: 44-1484-430 528 
Opera North: The Nightingale's to 
Blame. World premiere of a new 
opera by Simon Holt, based on a 
play by Lorca, translated by 
David Johnston. The conductor 
is Nicholas Kok and the staging 
is by Martin Duncan; Lawrence 
Batiey Theatre; Nov 19, 21, 22 

LONDON 

EXHIBITION 


Royal Academy of Arts 
Tel: 44-171-300 8000 
The Au Bak Ling Collection: 100 
Masterpieces of Imperial Chinese 
Ceramics. 12th to 18th 
Centuries. Includes works from 
the Song, Yuan, Ming and Qing 
dynasties, which together provide 
a remarkable overview of the 
finest Chinese porcelains ever 
made; to Dec 20 
Victoria and Albert Museum 
Tel: 44-171-938 8500 

• Aubrey Beardsley: more than 
200 drawings, prints, posters and 
books created during the brief 
period of the artist’s fame. A 
member of the fin-de-siede 
avant-garde, Beardsley left 
England for Dieppe f ©flowing 
Wilde's disastrous Itoel action 
and subsequent imprisonment in 
1895. The exhibition marks the 
centenary of Beardsley's early 
death, aged 25; to Jan 10 

OPERA 

English National Opera, 

London CoKsetan 
Tel: 44-171-632 8300 
Boris Godunov: by Mussorgsky. 
Conducted by Paul Daniel (Noel 
Davies from Dec 2) In a new 
staging by Francesca ZambeHo. 
with sets by Hikiogard Bechtler. 
John Tomlinson (Gidon Saks 
from Dec 2) sings the title role; 
Nov 20 

MANCHESTER 

CONCERTS 
Bridgewater Had 
Tel: 44-161-907 9000 

• BBC Phflharmonic: conducted 
by Vassily Sinafsky in an 
all-Russian programme including 


works by Shostakovich and 
Rachmaninov. With violinist 
Dmitri Sttkovetsky; Nov 21 
• Vienna Boys Choir 500th 
anniversary concert, featuring 
works by Mozart. Schubert, 
Mendelssohn and Brahms; 

Nov 20 

MARTJGNY 

EXHIBITION 

Fondation Pierre Gianadda 
www.glanadda.ch/index.html 
Paul Gauguin retrospective: 
organised to mark the gaBery's 
20th anniversary. Includes 
more than 100 works from 
around the world; to Nov 22 

MUNICH 

CONCERTS 
Phifoarmonie Gasteig 
Tel: 49-89-5481 8181 
Munich Philharmonic Orchestra: 
conducted by Zubin Mehta in 
works by List Beethoven and 
Berlioz. With piano soloist Radu 
Lupu; Nov 21, 23 

OPERA 


• New York Philharmonic: 
conducted by Christian 
Thielemann In works by W. 
Schuman and R. Strauss. With 
cello soloist Carter Brey; 

Nov 19. 20, 21 


Tel: 49-89-2185 1920 
www^taatstheater.bayem.de 
Der FreischOtz: by Weber. 
Conducted by Zubin Mehta in a 
new production by Thomas 
Langhoff; Nov 19 

NEW YORK 

CONCERTS 

Avery Fisher Hall, Lincoln 
Center 

Tel: 1-212-875 5030 
www.fincofricenter.org 


OPERA 

Metropolitan 


Opera, Lincoln 


Tel: 1-212-362 6000 
www.metopera.org 

• La Boh&me: by Puccini. With 
Marco Armiliafo conducting and 
a cast which includes Hei-Kyung 
Hong. Gwynne Geyer and Prank 
Lopardo; Nov 19, 21 

• Le Nozze dl Figaroc by 
Mozart New staging by Jonathan 
Miller, with designs by Peter 
Davison. The cast is headed by 
Feficfty Lott, Cecilia Bartofi and 
Bryn Terfel, and the conductor is 
James Levine; Nov 21 

• Tosca: by Puccini. Nello Santi 
conducts and the cast includes 
Maria Guleghina and Richard 
Leech; Nov 20 


PARIS 

OPERA 

Op6ra National de Paris. Opera 
Bastille 

Tet 33-1-4473 1300 
www.opera-de-paris.fr 
The Merry Widow: by Franz 
Lehdr. Conducted by Armin 
Jordan and with a cast 
including Frederica von 
Slade and Hakan Hagegard; Nov 
21,23 ' 

SAN FRANCISCO 

CONCERTS 
Davies Symphony HaH 


Tel: 1-415-864 6000 

www.sfsymphony.org 

San Francisco Symphony 
Orchestra: conducted by Herbert 
Biomstedt in works by Britten, 
Beethoven and Hindemith. With 
violin soloist Frank Peter 
Zlmmermann; Nov 19. 20, 21 

OPERA 

San F r anc isco Opera, War 
Memorial Opera House 

Tel: 1-415-864 3330 
www.sfopera.com 

• Norma: by Bellini. Conducted 
by Patrick Summers in a staging 
by Andrew Sinclair, with sets by 
Jos6 Varona. The title role is 
sung by Carol Vaness; Nov 21 

TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 

medium 

EUROPEAN CABLE AND 

SATELLITE BUSINESS TV 

• CNN international 
Monday to Friday, GMT: 

OftSOj Moneyline with Lou Dobbs 
13L3fc Business Asia DS 
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Reform or bust 

(or both) 

John Thornhill says Russia's banking system is bust and there 
are few signs of healthy institutions emerging from the wreckage 

A s Russia's bank- casts almost half of them going to be supported, how 
ers sip their tea will go bust over the neat they are going to be 
and cognacs In few months. It has already financed, how they are going 
lavish coruorate beeun withdrawing licences to resolve the leeal vacuum 
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A s Russia's bank- 
ers sip their tea 
and cognacs In 
lavish corporate 
dining rooms, they have 
taken to playing a new post- 
prandial game: spot the sol- 
vent bank. Every banker 
draws up a different list; few 
can name more than three or 
four of Russia's L600 banks 
in which they would risk 
their own money. 

The game highlights the 
collapse of Russia's entire 
banking sector. No one 
trusts anyone and everyone 
assumes the worst Follow- 
ing the rouble devaluation 
on August 17, millions of 
fearful depositors rushed to 
retrieve their savings. About 
10 per cent of all retail 
deposits were withdrawn in 
that month alone. 

Bruised foreign creditors, 
who lent billions of dollars 
to Russian b anks in 1997. are 
refusing to rail over those 
loans. A 90-day moratorium 
on commercial debt repay- 
ments expired at the week- 
end, and creditors are now 
pressing Russian banks to 
honour their obligations - or 
face bankruptcy. Broadly, 
the whole hanking system is 
bust Messy and pro t rac te d 
legal battles loom. 

The collapse of transpar- 
ency and trust, as much as 
the evaporation of assets and 
cashflow, is the most damag- 
ing consequence of Russia's 
financial carnage. How the 
country tries to rebuild faith 
in its banking sector will 
play a crucial role in deter- 
mining whether Russia stag- 
gers towards a market econ- 
omy, or sinks ever deeper 
into its economic quagmire. 

There is still hope the cri- 
sis will lead to the emer- 
gence of a competitive, regu- 
lated banking sector. But the 
fear is that - as so often in 
Russia's recent past - good 
intentions will be sabotaged 
by poor implementation. 

After weeks of prevarica- 
tion. the central bank has 
finally started talking tough. 
There Is no money to sal- 
vage all of Russia’s banks, it 
said. The central bank fore- 


casts almost half of them 
will go bust over the next 
few months. It has already 
begun withdrawing licences 
from some of Russia's big- 
gest and most troubled insti- 
tutions. including Tokobank 
and Inkombank. 

Undo: a re st r u c t u r ing pro- 
gramme presented to parlia- 
ment tins week, the central 
bank has divided Russia's 
banks into four categories. 
About 600 are supposed to be 
strong enough to survive on 
their own; 190 big regional 
banks are relatively unaf- 
fected but might need some 
support from local govern- 
ments; 18 , as yet unnamed, 
banks are deemed essential 
to preserve the integrity , of 
the hanking' s ystem , and Will 
be supported with funds 
from the World Bank and 
the European Bank for 
Reconstruction and Develop- 
ment- But the remaining 720 
banks will be wound up by 
their creditors, however dif- 
ficult that may prove to be 
in practice because of the 
absence of a proper bank- 
ruptcy law. 

Enrico Perotti, a professor 
at the University of Amster- 
dam who has studied the 
hanking systems in many 
emerging markets, says Rus- 
sia’s central h ank, having 
devised a general frame- 
work, must now spell out in 
detail how its plan is going 
to work in practice. 

Prof Perotti argues that 
the experience of other coun- 
tries shows that three ele- 
ments are critical for the 
successful restructuring of 
troubled banking businesses. 
First, banks that took undue 
risks must suffer the conse- 
quences . Second, troubled 
banks must be dosed swiftly 
to prevent further losses. 
And third, the central bank 
must resist the temptation to 
whittle away bank losses 
With a bout Of inflati on. 

So Ear, Prof Perotti argues, 
the central bank has not 
shown the political will to 
implement such tough poli- 
cies. “It is unclear which 
banks are going to be 
supported, how they are 
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going to be supported, how 
they are going to be 
financed, how they are going 
to resolve the legal vacuum 
in which these banks oper- 
ate," he says. “I think this is 
a wish list-" 

Moreover, the central 
bank's plan is massively 
complicated by two unre- 
solved - and related - prob- 
lems; the consequences of 
the government’s default on 
its domestic debt (GKO) mar- 
ket; and the $6bn of out- 
standing foreign exchange 
contracts signed by Russian 
commercial banks with for- 
eign investors. 

The government's default 
on domestic debt on August 
17 wiped out a large propor- 
tion of the h anking indus- 
try's assets overnight. At a 
stroke, hundreds of other- 
wise healthy Russian banks 
became insolvent 
Emergency funds have 
been Injected into some 
favoured banks, but the cen- 
tra] bank has not devised a 
comprehensive scheme for 
recapitalising the banking 
industry as a whole. 

Some of Russia's stronger 
banks might have hoped to 
shore up their finances by 
raising additional funds 
from abroad. But their 
chances of doing so have 
been damaged by the uncer- 
tainty surrounding the out- 
standing forward contracts 
signed by many Russian 
commercial banks. 

Following the devaluation 
of the rouble, several Rus- 
sian banks face potentially 
huge losses on their foreign 
exchange contracts after 
having agreed to hedge for- 
eign investors' positions in 
the domestic debt market 
Foreign creditors fear Rus- 
sian banks may have used 
the 90-day moratorium - 
intended to allow an orderly 
rescheduling of obligations - 
simply as a cloak to spirit 
away whatever healthy 
assets remained in then- 
balance sheets. 

Alexander Lebedev, chair- 
man of the National Reserve 
Bank, one of Russia's biggest 
commercial banks, says the 
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moratorium was a mistake. 
It has harmed Russia's sol- 
vent banks because it has 
denied them access to inter- 
national capital markets- He 
is also against the central 
bank pouring more public 
fends into bankrupt hanks. 
Some of them have just used 
the last few months to cover 
up the traces of their strip- 
ping of assets,” he says. 

Prof Perotti argues that 
any evidence of asset strip- 
ping would irredeemably 
damage the reputation of 
Russian banks and spark a 
series of lawsuits from for- 
eign creditors. “It would 
really destroy the last shred 
of credibility , and I cannot 
imagine any private money 
coming to Russia for 10 
years," he says. 

Grave though all these 
problems are, there is per- 
haps a still more i m po rta nt 
factor overhanging the 
future of Russia’s banking 
system: how to draw a divid- 
ing line between the private 
and public sectors, to ensure 
that commercial acumen 
rather than political clout 
becomes the determinant of 
success. 

In a recant book*, Michael 
Bernstam and Alvin 
Babushka, two American 
academics, argue that the 
incestuous relationship 
between government and 
business, and the failure to 
develop an independent com- 
mercial hanking' sector, has 


been a major cause of the 
ineffectiveness of Russia's 

economic reforms. 

Messrs Bernstam and 
Sabudil 01 say Riwsiari 
cfid not flourish because they 
were successful at attracting 
retail deposits and channel- 
ling savings to productive 
investments. Rather, they 
acted as qu asi-gove mm ent 
agencies that redistributed 
public funds to semi- 
privatised enterprises. 

As a result, they say, "pri- 
vate property ultimately 
ended up in the hands erf the 
most capable predators of 
public income, not in the 
hands of those who might 
use it to generate the high- 
est possible economic 
return" 

The creation erf a healthy 
commercial banking sector, 
the authors argue, would 
help establish the "sover- 
eignty of private individu- 
als’’, and ensure that 
investments were made for 
commercial reasons rather 
than for political ends. 

An admirable outcome, no 
doubt. But for this to come 
about Russia's central bank 
will have to show a far | 
greater degree of indepen- 
dence and maturity than it 
has shown so far. 

*Fixing Russian Banks. 
Michael S. Bernstam and 
Alvin Rabushka. Hoover 
Institution Press Publication 
No. 449 
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Inflexibility, not interest rates are the 
real problem with BMW’s UK plant 


Prom Mr Stephen HUL 
Sir, Your front page article 
"BMW seeks UK plegde otv 
euro" (November 17) reports 
that BMW would like to see 
Britain join Economic and 
Monetary Union In the coo- 
text of its proposed invest- 
ment in the Longbridge 
plant. BMW is queried as say- 
ing "The British pound is 
overvalued because of its 
Mgh interest rates". If BMW 
had owned Longbridge dur- 
ing tiie UK’s Exchange Rate 
Mechanism membership in 
1990-92, they no doubt would 


have complained that high 
Gernum interest rates were 
damaging British industry. 

The real problem at Long- 
bridge is the lack of flexible 
working arrangements, 
which happens to be the 
mam problem - with Euro- 
land. Although German pro- 
ductivity is much higher in 
BMW’S Carman plants, BMW 
is concentrating most of its 
investments outside Euro- 
land and in the Anglo- 


The next problem with 
Euroland Is that payroll 


taxes are far higher than 
here in the UK, and (he flip- 
side of EMU is tax harmoni- 
sation: at least that was Ger- 
hard Schroder’s first quoted 
comment on becoming Chan- 
cellor, ff German tax rates 
were applied to Longbridge 
it would probably be com- 
pletely bust 

win , 

managing director, 

LKCA. 

103 Jermya Street, 

St James’s, 

London SWiY SEE 


BMW 


the point in euro warning 


From Sir Michael Edaardss euro. This is special 
Sir, In your article on pleading. His argument is 

BMW/Rover, "BMW seeks that the pound is too high 


(November 17), you say tbs ^ rates, . v ..c... 
chafnBmi of BMW has issued If we werei^keingparf in 


Britain’s advantage to 
reduce (or raise) interest - - 
rates, at present we can do 
do: wRhip Emu, we would be 
but omwifA down voices. 
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European companies need to fight more^ ariti- 


vjgcto^ againsl aTti-busness lobby groups 




M ultinational 
companies are 
under attack 
everywhere - 
but nowhere more than in 
Europe. 

Recent amendments made 
to a convention that over- 
sees the use of the North Sea 
provide evidence of this. 
New rules impose a near 
total ban on the disposal of 
oil rigs at sea there. The 
London-based Offshore 
Decommissioning Project 
estimates that the restriction 
win cost $20bn. This cost Is 
compounded by the missed 
opportunities that wffl arise 
because the changes p re ve n t 
environmental benefits. US 
companies routinely decom- 
mission oil rigs in the Gulf 
of Mexico^ and the rigs then 
become rich sanctuaries fin- 
fish and other ocean life. 
The Ninth Sea ban is bad 
eccJcgy as weD_ as bad eco- 
nomics. But few voices, bust- 
ness or political, defended 
the oil Industry either when 
the ban was imposed or 
when the Issue first blew up 
during a cause cilkbre - 
Shell UK’s felled disposal erf 
the ; Brent Spar oil platform, 
in 1995. . 

This should awaken Euro- • 
pean business, to. the threat 
posed by moral attacks on 
its legitimacy.- Greenpeace, 
the . instigator i of the Brent 
• Spdr charge*, jxsen per- 
haps the most aggressive, 
but anti-business non- 
government organisations 
j (NGOs) are numerous. . . . • 
■■ Shell ted other petrochen* . 
i leal companies are accuse^ 

; not only ' of destroying *tibte 
North SeATmt of threatening 
human rights in Africa. 
Large food companies - Nes- ■ 
tic and Bristol Myers Squibb, - 
forexample - are accused -of. 
encouraging mothers to - 
deny infents the virtues of 
breast m£Ek. Firms involved 
in- biotechnology face' bans' • 
and regulatory impedimettte. - 
Most recently, the European 
Union is contemplating . 
'harming the use of FVCs in • 
children’s toys. 

If European businesses are 
not to undergo more such 
defeats and accusations, 
they must learn to compete 
In tin messy world of poli- 
tics. Business- leaders seem 
aware of the cballengB, but 
are unable to define an effeo- 
tive strategy. Consider the 
desparingcoimnexits of Chris 
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Photo taken ai the Wrstmimin; restaurant Le Celadon 9 Paris. 


In 1926. out of love for a woman, a man buili the first Warwick Hotel in New York - press 
magnate William Randolph Hcarst. Famous for his exacting standards and iron fist, 
he demanded nothing less than the best... and obtained it. Over the years, ‘the best" has 
evolved into a world of refined elegance, a world of efficient and yet discreet service... 
a touch of excellence. And ibis is tbe world that awaits you in the Westminster, between 
Opera and Place Venddme, where Paris offers you its best. 

Come. and share this touch of excellence... now in 34 hotels. 



I’ 


* V-. ‘ 


Ulanuick 

INTERNATIONAL HOTELS 

a . 


m FR AW pffa faris, Avignon* Bordeaux. Comes* Eze sur Met: Gordes. Lyon , Salnt-Malo . Saint Rimy de Provence* Strasbourg, 
Ttidodse; Vk*/> SWITZERLAND: Geneva - USA: New York. Denver San Francisco* Seattle* Philadelphia. 'Washington DC 
' .CREAT-BRtTAlN: London* Edinburgh* Kidderminster, Leeds , Uchjield - BELGIUM: Brussels* Genvali Waterloo 
ITALY: Milan - NEW ZEALAND: Qucmstown - SOUTH AFRICA: Johannesburg - FIJI ISLANDS: Vlcf Levu / Coral Coast 

• — WARWICK RESERVATION OFFICES 

IriH free numbers: France: 0800 46 34-11* Grcot-Bnrain: 0500 556 555. Scandlnmia: 0200 21 23 23. Germany: 0130 73 58 40 * 
USA 6* CrirKufa- I 800 203 32 32, South Africa. 0 800 6 00 892. Frun i other countries: 0033 144 0589 57 {office located In Par is* France}. 

Represented Worldwide by LTELL International 
U'cbSirc hup://www.»an*itkkoiel 5 Xom / cjnad: wihsales&club-inicrnet.fr 
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Fay, Shell .UK’s chief execu- fejacy; the sam& rule sppMes 
five, about Me company’s to industry. - Argument 
battle wito.G^eenpiMpic "fit . ccnaMLJ5aye enhanced 

was] populist sound oytes' ' SKpira mor3 , j£audiiig in the 


battle with. GpeqgieacecL "fit . cgnML^aye enhanced 

was] populist sound oytes' ' SseXTS morSKs fewting in the 
versos reasoaed. aEgnnyaita. .. c p m anto were 

How were 'Wei supposed to nre^y^m||^ble..hi.the US, 
counter 1hat?7 . dt^<^. cfjo|l and gas 

Business Is - a. rational platforms Is a papular and 
enterprise; facts matter, effective method of habitat 
Thus, when a charge Is lev- enhancement. H&'Osbum, 
elled against the modem ' ofithe Texas Department of 
company, fee festirtove is to P^sSs and .WUdffle, has 
seek to educate the ' public, reinscrkedtiiat "dropping one. 


acqtete.’ ^eojpde^are huay. vas&egpafiaer otmnd. 
They devote scarce, thaejfe '^bottocar is ■ Ukefe putting an 
Iterahig thdse.'tidBgs lOmy; ; basis .to thq ; , > 

to advance their welEarej fise; • t RuL to . maker suds argu- 
retetive performance. • r ^of ■ msots you haver to .want to 
fdtertiative peusioh plans, ‘place. It 

the -pros mid cons<af a. sen , apgeaxs tbfrt; BBropean bust- 
job, information oh . jsvhat ;.ness is -stfif imcocxrfertable 
ap pl iance to-, buy. ‘. They . wilfe.'ihis^TiotiohiTho Emro- 
spend Iritie time edocato^ ^>eah btotechsablc^y" indue- 
feefeselves ^ about cool response to US 

they 1 - 'taer do jdxrat m: ^ Bfm Monsanto’s 'film cam- 

that ttneimr-only iafe^-tpedgato promote genetically 

redly - stzch as nffidu*rn off - r jpa&Ged arganisms (GMOs) 

a. woridi of good, example, of 

business-.' rqllttt^n qe . Continental 
that pecaite ^Ehropean biotech competi- 
wd^bhow-ntoch about exapo-rrykra refused Monsanto’s Invi- 
gMfei teinqH Bg ; f, ..^; ^ . .'tetion to cenlrlb«te^ to tin 
>- Baame«s has -hot under- - puWtc of QMOs in 

Stobd thh.&re^sbBise to fite Franca and Britafe, on the 
'jacefisatiflB .that, grounds, that. outward advo- 
f-hvr cfe&roy the cacy might turn an already 
eoeaaa-fo g S hetl, rat he r sceptical public against 
thanr--jadvanfcSB^ a - moral them. Donhtiess, Mdnsanto’s 
-dotted that land aorm orrato < rtafcft . 1n *h* ftifmnp 
disposal uf;. the- Brent Spar of biotechnology 1 to some 
wonldr-be scare expensive extent vitiated its attempt to 
and ' labour intensive. It secure pubHe confidence, 
staoifitibbe no- surprise that But while, consumers may be 
Greenpeace’s politically sexy cynical about the motlva- 
stoganeertog tramped Shell's tions behind such, a cam- 
bloodfess bean coonting. paign. this msirtrion did not 
The effectiveness of Green- ecMpse the- merits of pro- 
peace' axfi^fbfeted groups technology arguments "made 
depends^odK^feremal legit on consumer, ground^ - 


Much of the power of 
attacks against multination- 
als steins from the view that 
modem companies, while 
effective at producing wealth 
and providing opportunities 
for the well-educated elites 
of the world, threaten the 
welfare erf the poor. Compa- 
nies fear that their already 
tarnished image will be dam- 
aged farther if they seek to 
defend themselves actively, 

If executives really believe 
they harm the poor, they 
should quit their jobs imme- 
diately. The. evidence, how- 
ever, is that multinationals 
are among the most creative 
and effective forces for egali- 
tarian justice in tbe world. 
Monsanto, by advertising the 
environmental and economic 
benefits of bio-engineered 
seeds, partially reminded 
people of this - even in the 
teeth of scepticism from con- 
sumers and Prince Charles 
, (who came out against the 
company?:.? ' 

In spite of Monsanto’s 
efforts, the political vulnera- 
bility of economic activity in 
Europe is unlikely to 
improve. Tbe profit-seeking 
nature of companies weak- 
ens thelri voice in "cultural” 
"debates. Conversely, the 
way absence of an economic 
stake ■ enables non-profit 
groups to claim to speak 
on behalf of the public inter- 
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One approach for Euro- 
pean business is to ally itself 
with independent pro- 
technology and pro-free-mar- 
ket think-tanks. Despite res- 
ervations, many American 
companies have come to 
understand the comparative 
advantage of such groups in 
the political world: they 
have sought them out as 
allies in the policy 
European business would 
do well to follow suit. The 
destructive trend repre- 
sented by the North Sea oil- 
rig ban and tbe proposed 
anti-biotechnology policies 
make this an urgent matter. 
European business must 
shrug off Its reticence, and 
encourage the flowering of 
free market think tanks. H it 
falls to do so, Europe 
scarcely remain a viable 
force in an Increasingly 
global economy. 

The author is president of the 
Com&ttiiwe Enterprise bisti- 
tute-tn Washington DC 
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H ours after Keizo 
Obuchi was elected 
Japanese prime min- 
ister this summer, he 
took the customary congratula- 
tory call from the White House. 
President Bin Clinton attended 
his warmest felicitations, blah, 
blah. And while he gently 
repeated familiar US _ concerns 
that Japan must stimulate its 
economy and open up its mar- 
kets. Mr Clinton struck up the 
kind of rapport with the latest 
septuagenarian prime minister in 
a way that has become a 
hallmark of his personal 
diplomacy. 

Then vice-president A1 Gore 
came to the Oval Office speaker- 
phone. Suddenly, according to 
one official who hear d the con- 
versation, the tone changed- 
Mr Gore was pohte enough, but 
his manner was much more busi- 
nesslike and brusque. He warned 
Mr Obuchi that Japan was 
responsible not only for address- 
ing its own chronic economic 
problems but for leading the rest 
of Asia out of recession. The US 
expected action and - the mes- 
sage was clear - Japan could not 
expect American patience to be 
uxdimited. 

When Mr Clinton arrives in 
Tokyo today for a two-day visit, 
his first in more than two years, 
the tone of that conversation will 
be very much in the minds of all 
the parties. The interlocution 
was more than simply a case of 
the US leadership playing the 
"hard-cop, soft-cop" routine. It 
presaged a shift in Washington’s 
approach to its most important 
trading partner outside the 
Americas. 

Mr Gore's surprisingly aggres- 
sive tone reflects a combination 
of domestic political and eco- 
nomic pressures that seem cer- 
tain to push the US into a more 
assertive stance on economic 
relations, not only with Japan, 
but with the rest of the world in 
the next year. The change of tone 
was already evident in Mr Gore’s 
remarkable speech earlier this 
week at the Asia-Pacific Eco- 
nomic Co-operation forum in 
Kuala Lumpur, in which he 
praised the "bravery” of those 
calling fd reformasi at a time 
when the standard bearer of 
reform is in jail, having been 
sacked as finance minis ter 
and denounced for “moral 
misconduct” by tbe prime 
minister. 

Trade tensions with Asian 
countries are nothing new, of 
course, and in Tokyo Mr Clinton 
will be as amicable as ever. But 
he arrives - fresh from another 
Inconclusive stand-off with Sad- 
dam Hussein - against a back- 
drop of mounting discord 
between tbe US and its main 
Asian partner. 

At the Apec annual meeting 
they failed to agree an so-called 
voluntary trade liberalisation 


A1 Gore’s foreign policy 


After the 


Fed’s cut 
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B eenspan, chairman of tbe 
*nal Reserve, should tell 
•opean counterparts to 
fir weight The Fed has 
3 ugh for now. In response 
national financial tur- 
has cut its federal funds 
se times in seven weeks, 
per cent. The Bank of 
has cut interest rates by 
te amount. But central 
in the core countries of 
o-zone have refused to 
ou age rrom 3 3 per cent The next 
cuts should come in continental 
Europe - and they should arrive 
as soon as possible. 

The Fed has shown its determi- 
nation to head off. a slowdown, 
thereby reassuring financial mar- 
kets at home and abroad. Its 
statement accompanying tbe Iat- 
y est cut said that, although condi- 
tions in financial markets had 
settled down “materially” since 
its emergency cut a month ago, 
“unusual strains remain”. 

Some increase in the spread 
between safer and riskier securi- 
ties is quite good. But it is possi- 
ble to have too much of it Mr 
Greenspan has warned that dis- 
engagement by investors threat- 
ens a credit crunch. Spreads 
■between investment grade corpo- 
r«at£ bonds and Treasuries have 
'‘narrowed, but remain more than 
60 per cent greater than at tbe 
start of tbe year. This looks like 
' . over- shooting and helps explain 
why the US central bank cut 
rates again this week. 

Unfortunately, this renewed 
appreciation of risk among inves- 


tors in debt markets is larking ip 
the equity markets, which — reas- 
sured by the Fed's actions - have 
bounced back to exuberant lev- 
els. Tbe Dow Jones industrial 
average is again hovering around 
the 9,000 mark. The Fed 
judged that, for tbe moment, a 
credit contraction remains a 
greater risk than an equity bub- 
ble. Even so, Mr Greenspan 
should signal that further cuts 
are by no means guaranteed. 

For the UK. the question is 
when, rather than if, to cut rates 
ftutber. The re»nir of England's 
inflation report shows that, 
despite the uncertainty shroud- 
ing the outlook for the UK econ- 
omy, it thinks jt did enough with 
its last 0.5 percentage point cut - 
even if one member of tbe mone- 
tary policy committee wanted a 
0.75 point reduction. But. as the 
Organisation for Economic 
Co-operation and Development 
warns, the MPC risks pushing 
the economy into an unnecessary 
recession if it keeps interest rates 
too hi gh for too long. 

With output weakening in the 
core continental European coun- 
tries and deflation apparently a 
greater risk than inflation, the 
case for lower interest rates there 
seems quite compelling. Conver- 
gence at the 3.3 per cent level 
must be achieved by tbe Decem- 
ber 22 meeting of the European 
Central Bank at the latest As 
soon as convergence is complete, 
rates should be cut Even if it is 
what politicians are calling for, it 
is still tbe right thing to do. - 
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Apec adrift 
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It was always too much to hope 
that this week's summit of the 

- Asia Pacific Economic Co- 
operation forum in Kuala Lum- 
pur would contribute decisively 
to restoring global economic sta- 

- bthty. But the 21 Apec leaders 
c&ht at least have been expec- 
ted to try not to rock the boat 
They failed even that test, by 
turning the meeting into a show- 
case for their divisions. 

US vice-president AI Gore anta- 
gonised. many Asian leaders by 
openly backing street protests 
against Mahathir Mohamad, Mal- 
aysia's prime minis ter and tbe 
summit’s host. Mr Gore's speech 
may have bolstered his presiden- 
tial ambitions back home. But it 
seems unlikely to do much to aid 
Malaysian reform. Rather, it 
threatens to fuel anti-US feelings 
in Asia, making it even harder 
for other regional leaders to press 
Dr Mahathir to mend his ways. 

Bitter differences also torpe- 
g^doed Apec’s efforts to agree a 
modest trade liberalisation pack- 
'^age, while a US-Japanese pro- 
posal for a $Kftm crisis fund for 
Asia turned out to be a damp 
squib. Much was said about cur- 

- rency volatility and financial 
market regulation. But the meet- 
ing yielded no new ideas for deal- 
ing with these questions. 

True, the circumstances of this 
s ummi t were inauspicious. It was 
overshadowed from the outset by 
this political situation in Malaysia 
and by the jittery economic mood 


in Asia. Discussions were also 
constrained by the absence of 
finance ministers. Nonetheless, 
the meagre outcome underlines a 
broader point: that regional 
groupings are ill-equipped to deal 
with problems that are increas- 
ingly global in nature. 

Apec is particularly unsuited to 
that task. Although its members 
-account fbr about half of world 
trade and economic output, its 
loose structure condemns it to 
move at the pace of tbe slowest 
Four years after Apec -leaders 
pledged to free all trade and 
investment by early next cen- 
tury, negligible progress has been 
made towards that goaL 

At least this week's meeting 
seems to have forced some recog- 
nition of these failings. Thus, the 
leaders deferred to the Group oT 
22 discussion of bow to 
strengthen the world financial 
system. They also remitted their 
latest, still-born efforts at trade 
liberalisation to the World Trade 
Organisation. Perhaps some les- 
sons are being learned. 

If Apec has any value, it is 
probably as an excuse for an 
annual chat between leaders 
from countries whose main dis- 
tinguishing feature is their 
extraordinary econom ic, political 
and cult ural div ersit y - Jaw-jaw is 
always preferable to war-war. 
But Apec risks losing all credibil- 
ity, even as a casual talking shop. 
unless its leaders can improve on 
this week's dismal performance. 


Gerard Baker says tensions about trade will dominate 
US foreign policy for the rest of Bill Clinton's term 
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programmes in sectors Japan is 
eager to protect. That case will 
now go to the World Trade 
Organisation. (At the same meet- 
ing, the Japanese took the highly 
unusual step of criticising Mr 
Gore's combative speech.) The 
US is also pressing anti-dumping 
charges against Japanese steel- 
makers, along with those from 
Brazil and Russia, after a dou- 
bling this year of hot rolled steel 
imports into the US. 

Tbe reason for the shift in US 
emphasis is threefold: 

• Americans are increasingly 
aware that the state of the world 
economy depends on a massive 
increase' in the US trade deficit 
Next year, the deficit seems cer- 
tain to reach $300bn (£179bn), 4 
per cent of gross domestic prod- 
uct, perhaps even higher. 'While 
the deficit has grown gradually 
for the past six years without 
prompting more than a few 
whimpers from domestic constit- 
uencies, such fbrebearance seems 


likely to be exhausted in the next 
year. 

As Lawrence Summers, the 
deputy US Treasury secretary, 
noted this week: “At a time when 
continued demand is crucial to 
the global economy and In partic- 
ular to tbe Asian economy. 
Japan's current account surplus 
has substantially increased. Japa- 
nese imports from eight major 
Asian economies have actually 
fallen in tbe pest year by more 
than 13 per cent, while US 
imports from these countries 
have risen." 

US companies are already 
unhappy about America's role as 
importer of last (and increasingly 
first) resort for the rest of a slow- 
ing world. There are already 
dear signs of stress: the manu- 
facturing sector is virtually in 
recession and a number of indus- 
try groups are pressing for relief. 
The anti-dumping steel cases are 
a reflection of tbe pressure: tbe 
battle with the European Union 


over bananas is another sign of 
strain. 

• Until now the growth in the 
trade deficit has coincided with a 
rapid acceleration of domestic US 
growth, pushing unemployment 
down to its lowest rate in a gen- 
eration. For all tbe concerns of 
domestic industry about the pres- 
sure from abroad, it is hard to 
convince a prosperous American 
public to get agitated over trade 
concerns when the good times 
continue to roll. But in the next 
year or so, growth will almost 
certainly slow. This will probably 
not be enough to tip the world’s 
largest economy into recession 
but tbe slowdown is expected to 
push unemployment higher, and 
reawaken old fears that Ameri- 
can jot» are about to be lost to 
unfair foreign competition. 

• Perhaps most important, the 
domestic political climate is 
likely to become markedly less 
friendly towards free trade. 

The Democrats' surprisingly 


strong performance in the mid- 
term elections this month may 
have saved Mr Clinton's political 
skin, but it does not augur well 
for trade relations. Much of tbe 
credit for Democrats’ victories in 
tin* House uf Representatives is 
owed to labour unions, wbo spent 
heavily m critical districts to 
back Democratic candidates. 

The unions will expect their 
reward from the new Congress in 
n variety of ways, but perhaps, 
mrKt importantly in trade. 

Tile pn*sirk*nt is committed to 
trying again l«> ask fur ■’fast- 
track" trade negotiating author- 
ity early in the new year, follow 
iiig us defeat last year, i Fast- 
track uuihnnry means that Con- 
gress can accept or reject a trade 
agreement negotiated by the 
administration but may not 
amend il.l But with a bigger 
Democratic representation in the 
Congress backed by unions, the 
chances of success look remote. 

In fact, some analysis believe 
the likely outcome is an even 
men' aggressive tnule pasture. 

"Fust -track will put the trade 
issue clearly on the political 
agenda.” says Kicfcinl Medley, or 
Mvdlo> Global Advisers, an 
internal tonal economic consult- 
ing group in New York. "The 
mnsi likely outcome is that pro- 
tectionism will rise to the top of 
the American political agenda.” 

And then there is Mr Gore him- 
self. The vice-president is the 
fronl-runner for the Democratic 
nomination for president in 2000. 
But he is nut assured of the nom- 
ination. still less of victory in the 
presidential election. 

His advisers say his principal 
concern remains the prospect of 
an ecunumic slowdown. The 
vice-president is especially vul- 
nerable to economic weakness. 
His reputation as a fervent envi- 
ronmentalist has made it easy for 
his opponents to depict him as 
the enemy of ordinary workers 
and businesses. 

If Richard Gephardt, the Demo- 
crats' lender in the House, tbe 
natural choice of labour and a 
fierce critic of the administra- 
tion's open trade policy, derides 
to run for president against Mr 
Gore, he will force the vice- 
president to defend himself 
against charges that the adminis- 
tration has been soft on foreign- 
ers. Even if Mr Gephardt does not 
run. a growing possibility since 
the elections (he may prefer to 
concentrate on winning the 
Speakership in 2000), Mr Gore 
will still need to defend his 
internationalist flank. 

“Gore's beating the drum in 
discussions with tbe Japanese 
and with others over trade.” says 
one administration official. “He 
knows he's got to sound tough.” 

As tbe race for 2000 gets closer, 
the trade deficit gets larger and 
the economy slows, the drumbeat 
will almost certainly grow 
louder. 


T here Is a growing anti- 
American mood in 
Japan, which may 
damp the welcome for 
Bill Clinton in Tokyo. 

Government officials are fed 
up with being told Japan is not 
doing enough to help Asia. “If 
[the US] has ideas, it should put 
up the money too,” says one 
finance ministry official. Japan, 
be points out, has been the larg- 
est single donor to Asia since the 
onset of the region’s financial 
crisis: it has g i ven 14 times as 
much as tbe US. 

Japan is also irked by US deri- 
sions to ldO Japanese initiatives 
to miHeaie the crisis. It is still 
smar ting over the way the US 
quashed a proposal to set up an 
Asian Monetary Fund. US offi- 
cials argued that the ftind would 


Japan’s injured pride 


discourage Asian countries from 
finding their own solutions to 
their problems. Instead, the US 
persuaded Japan at this week's 
meeting of the Asia-Pacific Eco- 
nomic Co-operation forum in 
Kuala Lumpur to agree to a 
SlObn multilateral fond to help 
Asian countries restructure their 
banks and private sector compa- 


The decision to scupper an 
Asian Monetary Fund was, says 
Ichiro Ohara, a member of the 
ruling Liberal Democratic Par- 
ty’s committee on financial 
reform, an example of America's 
“outrageous impudence”. 

Such signs of frustration 


reflect growing insecurity about 
Japan’s relationship with the US, 
says Tomohisa Sakanaka, presi- 
dent of tbe Research Institute for 
Peace and Security in Tokyo. 
“Japan fears that the US is 
depending on the International 
Monetary Fund and ignoring 
Japan's role in the Asian crisis.” 
Mr Clinton’s visit to Beijing ear- 
lier this year brought wide- 
spread concern that tbe US was 
sidelining Japan in favour of 
China. “The US-Japan relation- 
ship is very emotional,” Mr Sak- 
anaka says. 

These concerns have spilled 
over to Japan’s security arrange- 
ments with the US. After North 


Korea launched a rocket over 
Japanese territory in August the 
US contradicted Japanese claims 
that the rocket was carrying a 
ballistic missile, saying it was a 
satellite, not a missile. For two 
countries that are supposed to 
co-operate closely in matters of 
regional security, this disagree- 
ment was disturbing, says Mr 
Sakanaka. To add insnlt to 
iqjury. the US response to North 
Korea's perceived aggression 
was more subdued than Japan 
had hoped for- 

Last weekend's regional elec- 
tions in Okinawa, where the 
balk or US military bases are 
located, were a reminder of 


Japan’s ambivalence to tbe pres- 
ence of US troops on its soiL The 
elections showed that the prefec- 
ture is split down the middle 
between those who think the 
bases should stay and those who 
want them moved. 


Mr Clinton, therefore, has 
many fences to mend when he 
arrives In Japan. With luck, the 
visit could reassure the Japanese 
government that it still enjoys a 
special relationship with the US. 
On tbe other hand, the US seems 
more concerned with doing 
whatever is necessary' to resolve 
the Asian crisis than with resolv- 
ing - as Mr Saknnnwa puts it - 
“the emotional friction that 
exists [with Japan]”* 


Micfiiyo Nakamoto 
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Microsoft plays rou gh. That 
_ verdict, -vividly demonstrated in 

the antitrust trial, is also borne 

out by a defeat for the company 
In a separate case brought by 
Sun Microsystems. 

This stems from Microsoft s 
i»C|'Ji 5 e of Sun's java programming 
r ^language. The. central issue is a 

technique Microsoft has als o 
: adopted in other areas - seeking 

j : to “embrace and extend" any 

r technology that poses a threat. 
Java was promoted by Sun as 
ideally suited to the internet, and 
capable of running on any operat- 
ing system and hardware- H the 
internet boom helped Java to 
wide success, the dominance of 
M icrosoft's Windows operating 
system would be undermined. 
Indeed, Sun hoped to cut out 
Windows altogether by creating 
its own operating system, a tactic 
that could work only if J ava 
iwrawip a universal standard- 
Microsoft’s reaction was typi- 
cal. In a flurry of aggressive 
- internal e-mails, it set out to 
make Java merely another ^ 
giiage within the Windows 
^ empire. After agreeing 

sing deal with Sun. it Prodj^ 
versions of Java with more WQs. 
and whistles than the standard, 
run-anywbere version. This 
improvement came at a price, 

' however: it would apply only 
when running windows, under- 
mining Java's universality. _ 

; Sun argued that this jCO itra- 
veiled the licensing deal- It is this 


contention that a US district 
court upheld in an interim ruling 
on Tuesday- Microsoft must now 
adjust its programs - including 
Windows 98 - so that customers 
have complete freedom to use the 
nin-anywhere version pf Java. 

One moral of tins tale Is that 
Microsoft- pushes its contracts to 
breaking point when it seeks to 
potential rivals in a bear- 
hug. A second is that it was able 
to do so in this case partly 
because Sun was slow to develop 
Java after the initial launch. 

Perhaps the" most important 
moral, however, is that in an 
industry based on the trading of 
intellectual property, contractual 
flfcpQfpg are inevitable. By ruling 
on contracts, courts become 
involved in arcane aspects of 
software design. 

That has broad consequences. 
Computer executives - even 
those wbo mistrust Microsoft - 
want to keep the government out 
of their industry’s detailed 
operations. They may succeed in 
keeping tbe administration at 
hay. depending on how the jus- 
tice' department fores in its anti- 
trust suit. . ■ . 

got the courts are another mat- 
ter. The Sun case illustrates that 
Microsoft - and the rest of the 
computer industry - is going to 
have to get used to spending a lot 
of in court. And a company 
with a reputation for playing 
rough may find it loses more 
cases than it wins. - 


Bullion 

tactics 


months to come - but don't 
expect to hear too much about 
providing liquidity to the 
black market 


Gold isn't exactly the metal of 
the moment, but the boys and 
girts in the European parliament 
might just have found a use for 
all the unloved yellow stuff that 
seems to be knocking around. 

Yesterday the parliament voted 
- by a 24-carat majority - for a 
gold 100 euro coin to “symbolise 
foe strength of thB euro and add 
an emotional aspect to the new 
currency”. 

A new goid coin would perk up 
a market where sentiment has 
been flagging, not least because 
of the 12,000 tons of gold In 
euro-zone central bank reserves 
that isn't needed by the 
European Central Bank in 
Frankfurt. 

The MEPs can be ignored, of 
course, and Brussels monetary 
commissioner Yves-Thibault tie 
Sflguy has been pouring eau froid 
on foe idea. But maybe he's 
missing a brick. Andy Smith, 
analyst at Mitsui Bussan 
Commodities In London, says foe 
gold euro has many virtues, one 
of which should appeal to the 
Frenchman. It might give the US 
a poke in foe eye. 

The $100 bill has virtual 
hegemony in the global black 
market these days. The 100 euro 
coin could give it a run for its 
money, especially as gold has 
mare intrinsic value than paper. 

So expect to hear lots of 
lobbying for the gold euro In foe 


Long sentences 


The Microsoft monopoly case 
may be the trial of the year, but 
foe combination of geeks droning 
on about software and lawyers 
who could bore for their country 
is enough to send anyone to 
sleep. 

Even Thomas Jackson, foe 
larger-than-life judge, has dozed 
off this week and there has been 
plenty of snoozing among the 
lawyers and the press. 

On Tuesday, John Warden, 
Microsoft's leading attorney, 
snuggled up to his computer fbr 
40 winks. On the other side of 
foe room, Stephen Houck, foe 
lead attorney for 20 states, 
leaned back somnolently in his 
comfy, black leather chair. 

Clearly, something had to be 
done, and Judge Jackson 
Bteppari in with his first joke of 
foe trial. There had been a 
survey, he said, to find out 
whether computers should be 
referred to as masculine or 
feminine. 

The women said computers 
were definitely masculine. To get 
their attention you have to turn 
them on. And as soon as you 
commit to one, you realise you 
could have got a better mode! if 
you had waited a tittle longer. 

The men said computers were 
definitely feminine. Even your 


smallest mistakes are stored in 
long-term memory. And as soon 
as you commit to one. you find 
that you're spending half your 
pay on her accessories. 

Within 20 minutes, the talk 
returned to software code and 
slumber descended on foe court 
once more. 


He's now lining up with those 
investors who think the stock 
price might bounce back if he 
shoves off. “This is an instance 
of where if I go to work. I make 
money," he says. “But if I don't 
go to work. I make more money.' 


Phoney war 


Dan stands down 


So it's farewell to Dan Borislow, 
soon to be ex-boss of Tel- Save. 
Tbe US telecommunications 
group's wild and wacky year 
took its most bizarre twist this 
week when the eccentric 
Boris low announced he was 
standing down in an attempt to 
boost foe stock price. 

Wall Street will be a duller 
place, but Tel-Save shareholders, 
Including Boris tow himself, are 
hoping for better days: about 80 
per cent of Borislow's $2 50m net 
worth Vs In Tel-Save stock, which 
has slid from $30 to about S1 1 
since February when foe 
company said it had hired 
Salomon Smith Barney to advise 
on a possfole sell-off. 

That was followed by a number 
of upbeat statements from 
Borislow, who then announced 
that Tel-Save would be making a 
$3QQm sham buy-back while 
staying independent. In foe 
summer, Borislow boldly 
announced he was prepared to 
spend up to $600m buying 
long-distance phone company 
World Exchange: within weeks, 
he said foe deal was dH. 


Now we know why that grim 
line-up of Soviet bosses looked 
so stony-faced at military 
parades in Red Square. They 
were trying not to laugh. 

If the Russian magazine Vlast 
(Power) is to be believed, they 
were pulling a gigantic 
confidence trick on the west 
Some of the huge missiles on 
show were dummies. 

One piece of inert metai was 
dressed up in 1965 to took like a 
missile - foe GR-1 - that had 
already been abandoned. It was 
so convincing that foe US spent 
billions of dollars on 
counter-measures. Another two 
mobile ballistic missiles shown 
on the same day were complete 
flights of fancy. 

Not that Soviet technological 
skids were ignored: one engineer 
recalls fixing up a dud so that it 
wouldn't bounce if it fell on foe 
Kremlin cobbles. 

Maybe foe west should have 
listened more closely to Nikita 
Khruschev when he boasted that 
the Soviet Union was making 
missiles like sausage”. 

Any babushka in a Moscow 
food queue could have told foe 
CIA just what that meant 


Where The Tea Goes 
Details of the direct exports of 
Indian tea from Calcutta, 
recently published by the 
Indian Tea Association, afford 

interesting information as to 
the localities to which Indian 
tea now goes. Outside the 
United Kingdom, Australasia is 
now foe most important 
market, having taken this year 
dose on 3,700.000 pounds. 
India has taken 2,600,000 
pounds. North America 
1,900,000 and Turkey nearly 
as much. Germany, Persia and 
Russia lumish markets of 
increasing importance, though 
still, of course, very much 
behind the others mentioned. 


50 years ago 


Wine In The Home 
Advertisement: “One of foe 
pleasanter features of the 
‘good old days’ was the joy 
men found in drinking wine. 
Today Emu Australian wines 
are helping to revive this fine 
old custom. Serve them when 
friends call: there is no better 
way to easy hospitality and 
good living. The Emu Wine 
Company Limited, London, By 
Appointment Australian Wine 
Merchants To H.M. The King." 
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Merger surge 


EU plans to cut doctors’ 
and drivers’ working hours 


Now that the end of the world has been 
postponed, life is creeping into the Euro* 
pean M&A market As such mooted alii' 
ances as Syntheiabo/Saaofl, Viag/Ala- 
suisse and Hoechst/Rhfine-Poulenc 
suggest dialogues chilled by market vola- 
tility are being re-bested. Yet a return to 
the halcyon pre-Kussia crisis days seems 
some way off. Certainly, the underlying 
pressures of globalisation and further 
integration of euro capital markets con- 
tinue to fence the pace of corporate activ- 
ity. Indeed, European M&A activity in Urn 
first nine months of 1998 was 88 per cent 
higher than tn 1997. 

But that masks a 40 per cent fell in the 
third quarter, which will take some 
reversing, first, as prices have rebounded, 
the window of bottom-fishing oppo rtunit y 
has largely closed. Second, as KKR’s 
aborted bid for Herberts paints showed, 
financial buyers remain frozen out by an 
unfriendly high-yield bond market With- 
out financial buyers pushing up prices, 
companies may postpone divestments. 
Third, drip-drip downgrades to growth, 
forecasts are doing nothing for chief exec- 
utive confidence. And, last, the prospect 
of sampling additional millennium bomb 
exposure is unappealing, particularly in 
Information technology-intensive indus- 
tries. 

That said, good deals, which build lead- 
ing market positions arid allow economies 
of scale, will have little problem finding 
funding. The worry, though, is that recent 
market wobbles will feel a ewo-mejfger 
wave that does little for sharehol der - 
value. The Vlag/Alusuisse combination 
looks a case in point Other weak compa-< 
nies considering huddling, together ior 
warmth should take note from the mar- 
ket's appalled reaction. 




Sir Stanley Kalms is no web-head, 
despite Dixons' flying start on the inter- 
net Nor does it seem bis company is 
responsible for the slow take-up of per' 
sonal computers in the UK, as Intel 
alleges. PCs are more expensive in the UK 
than tire US. Quite why is a big and 
complex question. First the US benefits 
from a huge integrated market where the 
bigger economies of scale feed through to 
consumers. Second, it may well be the 
case that PCs in the UK are of a higher 


Telecom Italia and EM 
Smpricttftfafiw to tteConit index 



status as a semi-privatised company looks 
uncomfortable. Since even Mr Bernabe’s 
ability to win approval for British Petro- 
leum/Amoooetyle deals was questionable, 
lesser managers may struggle to assert 
their independence. As a quid pro quo 
for depriving Eni shareholders of Mr 
Bemabe. the state should sell up alto- 
gether. 


UK earnings 


1997 


specification, possibly because UK con- 
sumers are too lazy or nervous to make 
their own decisions about what techie 
bells and whistles they want with their 
compute*. 

As to Dixons’ role tn this, it claims a 
share of the consumer market of around 
15 per cent This is hardly frightening. 
Dixons is also bringing prices down, 
starting this month with a PC just under 
£500. And finally, some research estimates 
that. PCs are more expensive in the UK, 
whether they are purchased from Dixons, 
from a catalogue or through a dealer. It 
will be a long time before Sir Stanley is 
both revered and reviled as the UK's BUI 
Gates. 

t m ■ ' • 

Eni/Tetecom Italia 

: Are there no other shareholder value- 
~ minded managers in Italy? That the only 
"wjqr to end the farcical management in- 
/fighting at Telecom Italia is to haul 
- Franco Berhabe from his fastness at Eni, 
another of Italy's three largest companies, 
seems to suggest so. So is this a zero-sum 
move for Italian capitalism? Possibly not 
Telecom Balia’s shares have risen sharply 
on the news of the turnaround specialist's 
immin ent appointment Given his impres- 
sive reecmt at Eni - it was alone among 
. global dU maJors in producing an increase 
in fikedbr-llke first half net Income - this 
is not surprising. 

Doubts Unger, however, over whether 
Eni is strong enough to withstand his 
departure. Stuck in the middle of a sector 
poised for dramatic restructuring, Eni’s 


As profits warnings pile up, it seems 
astonishing that sector analysts are still 
forecasting doable-digit earnings growth 
next year. While forecasts for 1998 have 
been hauled in, next year's predictions 
have only been tinkered with despite the 
worsening economic outlook. So are ana- 
lysts gambling with their credibility, or is 
there a rational explanation? The answer 
is a bit of both. 

Some small hope remains that this year 
will be the bad one for earnings. For a few 
trig com pa nies, this is assumed to be true 
- perhaps too readily. While Glaxo Well- 
come does look set to bounce back from 
the Zantac patent expiry, the outlook far 
the oil majors remains less certain. 

The more general argument is that 
profit margins should benefit from a 
lower pound and cost-cutting. But in a 
low growth, low inflation environment, 
damage limitation looks more likely than 
a rebound. 

So why axe analysts so tent ative about 
cutting forecasts for 1999? FKTs statement 
yesterday holds a due. It stressed the 
uncertainty making “accurate forecasting 
more difficult". Deprived of a specific 
steer, analysts will trim rather than slash. 
Companies - which may be clients - nat- 
urally prefer a gradual massaging down, 
helping them to avoid a formal profits 
warning. 

But where does that leave analysts’ 
credibility? A bit shop soiled. But then 
cynicism is hardly new about researchers 
involved on the share promotion side. 
Nevertheless, the better houses will at 
least be encouraging their sector analysts 
to factor In the more pessimistic views of 
their macro-economic colleagues. Not that 
reputations are in tatters. No market par- 
ticipant takes published forecasts 100 per 
cent seriously. The size of the pinch of 
salt shows through in the price/earnings 
ratio. 


By Mcbasl Smith hi Brussels 
tod Robert Taylor In London 

The weekly working hours of more 
than five minion European transport 
workers and junior hospital doctors 
could be reduced to an average of 48 
hours under proposals outlined yes- 
terday by the European Commission. 

The proposals mark the first 
extension of the European Union's 
“working time directive", and EU 
governments would be expected to 
adopt them by the end of 1999. How- 
ever, junior doctors will have to wait 
at least seven years before the limits 
apply. Meanwhile, health service 
employers will be able to request 
average working weeks of 54 hours. 

The Commission said the propos- 
als would cut road deaths and 
improve healthcare. “Tired drivers 
are a menace not only to themselves 
but to everyone else," said Nett Kin- 
nock, transport commissioner. 

“Trucks and coaches are involved 


in 18 per cent of accidents in the EU. 
That represents some 18490 de aths 
of which a fifth are fli rarity or indi- 
rectly related to driver fatigue." 

However, road hauliers said the 
proposals would increase costs and 
put thousands of jobs at risk. 

The Commission's plans also 
caused concern for health service 
managers in the UK and Ireland, 
where junior hospital doctors tradi- 
tionally weak long hours. 

Although the UK's Department of 
Health said the government was 
committed to a 48-hour limit for 
junior doctors, it said any reduction 
in their working time would have to 
be carried out carefully, 

Padraig Flynn, employment com- 
missioner, said more than 15 per 
cent of junior doctors in Britain 
worked more than 56 hours. He said 
a seven-year exemption to allow 
working wedis of 54 hours would 
allow countries to train more doc- 
tors and make other adjustments- 


emed about costs ; 

m 

* 

The majority of EU workers aw 
already covered by EU legislation 
approved in 1993 to restrict working 
weeks to 48 hours, but transport 
workers and junior hospital doctor^ 
are exempted. I 

Under yesterday's proposals, road 
transport workers would be allowed 
to work for up to 60 hours in a weete 
providing the average over foim 
winrrtftfl is 48. They would be entitled* 
to daily rest of n hours, with restrfr 
tions on night hours. 

The Road Haulage Association in 
the UK Mid the proposed laws were 
tighter than those applying to other 
workers. It said the cost of 
distributing newspapers and perish- 
able goods could rise by up to 30 per 
cent and 15,000 road transport jobs 
could be lost in the UK. 

The Commifiston's proposals will 
also put into legal effect agreements 
between employers and unions is 
the maritime ami rail industries for 
working hour restrictions. ■ 


Intel chief attacks UK high 
prices for harming PC sales 


By Deboirt Hsgmws in London 
and Roger Taylor in Las Vegas 





Prices In $ 

IMtad Kingdom 

1^13 

Germany 

i^ao 

France 

2fiB3 

United States 

1^72 

‘Booed an e mkOnortaal PU 333Mhz processor, 
430b hard drive roid 32Mb Horn. 

Sourer Contotf 


four supermarkets are being investi- 
gated by the Office of Fair Trading 


as they do in dollars at home - France __ 2fioa UK prices for household goods and 

whether a taxi ride, a visit to Unftsd statoB 1 > 272 detergents are among the highest - 

McDonald’s or to the theatre. Many - ■ nunuLtM m rnnnn n niT 111 8ome cases the highest - in 

Europeans also complain about high Zaabmm and 32Mb ' Europe, according to a report by 

prices in the UK sours.- qmmt Dresdner Kleinwort Benson, the UK 

Yesterday, Craig Barrett, chief investment bank. Ariel, the detar- 

exeentive of Intel, the world’s largest international stores. Higher retail gent cost 6S euros in the UK and 
computer chip company, accused prices in the IK have lad to British Germany compared with 89 euros in 
Dixons, the leading personal com- shoppers visiting New York for the the cheapest EU country, Spain, 
puter retailer, of charging high weekend to fill suitcases with con- “The prices vary for more than 
prices for PCs. “Dixons charges sumer items. A Sharp camcorder is you can justify in terms of cost, and 
ridiculous margins and resists the available in New York at £228 com- the introduction of the euro will 
low-cost PC route,” Mr Barrett said pared with £250 for a s imilar inevitably lead to some price adjust- 

whan asked why personal computers machine at Dixons. ment," one of the report’s authors 

had not achieved higher levels of Shoppers say prices for items from said. 

sales in the UK. CDs to chocolate are cheaper in the Supermarkets have started to 

According to a recent study, a PC US and on the continent than in undercut Dixons in. the PC market 

that costs $L272 in the US sells for Britain. Part of the reason has been Analysts believe this will bri&£ 

$1913 in the UK. In Germany, which the recent strength of the pound but prices down in the long run. 
has nine competing retailers, it costs there is a suspicion that competition say they have led the price-cutting. 
$1960. in most retail sectors is not as vigor- Tesco, the supermarket chain 

Dixons says the figures are not ous in the UK as elsewhere. recently began selling Siemens PCs 

comparable because the UK UK supermarkets, for example, at £899. Dixons has responded with a 
magLhinaa have higher specifications dominate food retailing with an esti- £499 model. 

and the retail chain provides a mated 47 per cent of the £83bn-a-year 

higher level of service than other food market The country's landing See Lax 
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Europe today 

The central and eastern Mediter- 
ranean wffl be cool and showery, 
but the western MedBerrenean 
wffl stay fine end mild. Much of 
north-west Europe wffl be dry 
and cold wfih early bust and fog. 
although north-west France will 
be mBdcr with some rain. Central 
and eastern Europe, together 
wfih Scandinavia. wU remain 
very cold and wintry. 

Five-day forecast 
Scandwia wOl be cold at first, 
but mW south-westerly winds 
wB> penetrate afi but the extreme 
east and Ita north by the end of 
Saturday. The British Mas wffl 
become mlder and more 
changeable but remaining parts 
of Europe wffl stay cold with 
widespread severe frosts sway 
from the Med i terran ea n. 


TOUTS 1BPSWURE& 


AbuDMte ®*» 29 

Accra to 32 

AJglM Ttandw to 

Araardam FSr 4 

Mm 9m ’3 

atm to so 

&mm ton V 

BJMl fto JJ 

O—a fc' Ml 33 


cewui totos 


Bato 

Bemud 

BO0OM 

Bombay 





1020 „1Q 



yv 








& 


Situation m mt&toy. 


PncMststy HVWEATHERCHNTHE 


Citagan 




CttfO 

Fok 

7A 


fWyore 

Frtr 

30 

Sun 

13 

OmSB 

Ctaudy 

9 

Sun 

5 

r* 1 iMwnj 

l Frtr 

20 

Ron 

0 

CMeago 

Shower 

5 

snow 

4 

Cotagne 

STOW 

3 

Sort 

1 

Otar 

Frtr 

20 

Thmor 

25 

□oBbs 

TtinJor 

26 

Thunder 

18 

Me 

Sun 

» 

Sun 

33 

Dubai 

Sun 

31 

Htl 

4 

OABR 

snmnr 

10 

m 

a 

DUMunb 

tafloo 

5 

Mr 

i 

Edneujpi 

Ctaudy 

7 


FranJc&rt 


Sun 

Sun 

Fm 


8 in 11 
roor tfi 


Shew 6 


Kntuy 


Hong item 
HonoUu 


UaBmuem 

pWPInfWIpra 

MMMCfiy 


Ctaudy 28 MM 


Mohhk 

Mumon 


KnchJ 
Kuvrtt 
L Angelos 


LLI 


Um 

Listen 

London 

LuJnurg 

Lynn 


Sun 

fiui 

&17 

Sun 

Oourty 

Sun 

F* 

Start 

ft* 


Showsr 18 
Aufe 7 

ITundor 30 

Mr Z\ 
Ftaftr 23 
Thunter 28 
Sun 11 
Show 2 
SMw -10 
Bfrr 1 
Fir 2fi 
e now 12 




Etodrtokn 




NwYM 


Ml 


F* 20 
Mr is 
Sui 11 
F* 22 
Sin -2 
Mr 0 
Mr 29 


TfcJMv 

Tbfcyo 

items 


Vfcnfc* 

Vtaim 


Stew 13 
F«Jr 18 
Mr 3 
Thunder 32 
taw -2 
Cloudy 4 
ft* 18 
Mr 21 
Sun* • 22 
Mr 12 
Cloudy 10 
M 0 
Sun 8 
&ff 3 


The White House commands a magnificent vantage pods an London's Soatfa Sank Rising sane 50 metres {160 feed 
above dw RfowUiamw and overlooking ^ Wfcarmtnata; Big Ben and the C5ty itself - <ue a Hotted collection of newfy 
aisled l(Xh floor stateroom ^nmnents and 11th & 12tfa floor duplex penthouse seites. Eddi individually deigned 
a partnwnt represents probably one of the finest new residential opportunities m The 
The specification of each apartment tedudei mkm-pmoessor controlled ab tempera hw and drouhtton, marble 
decor and fnbnes^codedH&aaed lift services «n<% bom fee underground car pork. Stetreoom and Tbothousc 
total areas range from 12fl sqjn. (WOO oq.fi} up to 191 sqjn. CLQ50 sqJO.The White House will have a private health 
& leisure complex indoor swimming pool and fully serviced LT. btnfness centre. 

Prion fiomSSGQjOOO to £1.5 mSUon. 

Xh* rinvfag ef hnutenfr ftemive Stetemom sfcmrKdta 4t slate slttia art 

virtual reality tag ta by ap p oin tment only. 

FleaxittJbrltouttGisfeimdTThmrte 

7Ut 0171 6201500 Rea 0171 620 1508 

ns WHITE BOWBe HLirED'EXV kOUOX, SOUTH BASK LONDON SD 




CULUM SOtaU UVTTED 


FROCMO 


IRY1B1V NEW HOMES PL( 


snow D 
Wn 32 




Mr 18 
Mr 17 
Stew -2 
Start 3 


iattr- 



• - - 

a • * 


J\ ' Cv r- 

ri -VK 








i - 



*■ 


















I 


I ! 


V- 1 , i 

i ’.waif'! 1 

) 1 

uiUi a !kvi 

• / , 

• 1 > 

' -j 
- — 

> » 

piwne £(Aert Hflrfiej 

Telj 

on 01962 293262 

ferd. 


■V 


INSIDE 





Questions asked as Baan falls 80% 

Baan, the Dutch developer of complex business 
software, has suffered an 80 per cent dip In its 
share price over the past seven months. Baan 
feads Its rivals In what is a booming and lucra- 
tive market, so what is going wrong? Page 21 

i 

Bunion weakness hits gold shares 

' r II M | ,, The rand's recovery 
3* w.j against the doJJar is not 

the only factor weigh- 
ing on South African 
gold shares. The dollar 
price of gold bullion 
(left) has also disap- 
pointed Investors. By 
yesterday the golds 
index had lost about 21 
per cent since Its Octo- 
ber peak, when the 
bullion price hit $300 
per ounce. However, analysts say gold mines 
vv9l survive the rand’s rebound. Emerging 
Market Focus, Page 40; Observer, Page 15 

Shops outdo their online rivals 

The limitations of online selling, as outlined in a 
new report, have highlighted the fact that inter- 
pet retailers are yet to match traditional shops 
in terms of purchasing and marketing costs. 
Indeed traditional retailers are predicting strong 
sales in the pre-Christmas period. Page 20 

VAW expansion plans well on track 

Viag, the German conglomerate, wants its VAW 
unit to feature more tn the aluminium sector. 
After a deal VAW dosed in May and news this 
week that it was talking to Switzerland’s 
Afgroup, formerly Alusuisse, it would seem 
Jftyngs are going wen. Commodities, Page 30 

Argentina launches $1bn bond 

Argentina launched the biggest emerging mar- 
ket bond issue since the August crisis. The 
$1 bn bond was also the first "stand-alone’’ 
emerging market bond to be issued in dollars 
since August. Capital Markets, Page 28 

US banks fighting harder for share 

• This week Morgan 

h Stanley Capital Interne- 

tionai. an arm of the 
W investment bank, 

■£ launched a euro- 

denominated bond 

WWpBBWMf index, so joining the 

likes of Lehman 
Brothers, Merrill Lynch 
and J.P. Morgan. US 
investment banks are 
dearly fighting harder than many of their Euro- 
pean counterparts for market share after mone- 
tary union. Business and the euro. Page 27 

tft^anese bank sector sees recovery 

Tne future for Japan’s banks at last seems 
brighter, at least judging by the recent strong 
bounce in shares. While the broad market foils 
to impress, the banking sector yesterday ended 
35 per cent up on just IQ weeks ago. Page 18 
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Telefonica plans to offer bonus shares 


By DavM White hi Madrid 


Teleffinica, the leading 
Spanish telecommunications 
company, yesterday broke 
with past practice and 
announced plans to give 
shareholders bonus shares 
instead of paying a dividend. 

Juan VUlalonga, the compa- 
ny's rh airman , said he would 

propose to a board meeting 
next month not to pay any div- 
idend out of 1996 profits and to 
carry out the first of two free 
share issues, on the basis of 
one new share for every 50 
held. 

A second bonus distribution 


.... Chairman makes surprise proposal to drop dividend payments entirely 


is expected next spring, under 
an authorisation granted at 
the company's annual meeting 
in June. 

The announcement came 
after a 15 per cent rise in net 
profits for the first nine 

months and a company fore- 
cast that net earnings for the 
year would rise to between 
Pta215bn ($l.52bn) and 
Pta220bn from Ptal90bn last 
year. 

The plan, designed to enable 
tbe group to keep cash 
resources, is in line with Mr 


Vlllalonga's pledge to find 
alternative ways of rewarding 
shareholders. 

However, the decision to 
drop dividend payments 
entirely came as a surprise. 

Lucia Granda. analyst at 
Merrill Lynch In Madrid, said 
Telefonica had been expected 
to cut its dividend by about 
half foom the previous total 
payout of PtalOS per share, in 
conjunction with a new share 
handout 

She said it would be the first 
time Telefonica bad suspended 


dividends and the first move of 
its kind by a major Spanish 
company. 

Telefonica’s shares closed 
marginally down in line with 
the market trend at Ptse^TO, 
compared with Pts6.280 on 
Tuesday. 

In meetings with analysts 
this week. Telefonica predicted 
net profit increases of 15-20 per 
cent a year over the next three 
years, compared with an 
expected annual growth rate of 
between 3 and 6 per cent in 
operating revenues. 


The company also made 

clear it plann ed to Continue 

cutting jobs in response to 
deregulation in the Spanish 
telecoms market, and would 
set aside Pta298bn from 
reserves in the final quarter 
to cover future labour contin- 
gencies. 

Telefdnica’s Spanish work- 
force is expected to be bellow 
55,000 at the end of this year 
compared with staff numbers 
of more than 724)00 when tbe 
current programme of early 
retirement and voluntary 


redundancy begun four years 
ago. ■ 

The company gave no fig- 
ures far forthcoming cuts but 
said that productivity could 
improve from 325 to 400 tele- 
phone lines per employee by 

the end of 2000. 

Analy sts and trad© union 
officials said this Indicated a 
reduction of 9,000 more Jobs. 

Teleffinica also announced 
that it was setting up two new 
separate units, one to handle 
its global data transmission 
business, including Latin 
America, and the other to 
develop internet and online 
services. 


Pre-Christmas rush 
to issue bonds after 
US Fed’s glad tidings 

The markets are open again but borrowers 
face higher costs, says Edward Luce 

A wide range of borrowers- Most bankers expect the 
including the Polish city market to continue to stabilise 
of Krakow and the French and liquidity to become gradu- 
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A wide range of borrowers - 
including the Polish city 
of Krakow and the French 
railway authority - took 
advantage yesterday of the 
improvement in market condi- 
tions to issue bonds. 

The quarter-point reduction 
in US interest rates cm Tues- 
day afternoon buoyed market 
sentiment and helped further 
reduce fears about a continued 
liquidity contraction in the 
bond markets. 

However, the spreads on cor- 
porate bonds - the premium at 
which a bond trades above US 
Treasury or other government 
bonds - narrowed only mar- 
ginally yesterday. Spreads, 
including those on emerging 
market bonds, have tightened 
by about 25 per cent since the 
last US rate cut in October. 

This still leaves corporate 
bond spreads about 50 per cent 
wider than prior to the Rus- 
sian domestic debt default is 
August, which, led In effect to 
the closure of the corporate 
bond markets. 

So the markets are open 
again, but at a cost. Compa- 
nies still face substantially 
higher borrowing costs than 
they did a few months ago. 

“The markets had already 
discounted this week's US 
interest rate cut in advance," 
said Xavier Werner, bead of 
the European bond syndicate 
at ABN Amro. “If the US Fed- 
eral Reserve had left rates 
untouched then it could have 
had a very negative effect on 
sentiment” 


Most bankers expect the 
market to continue to stabilise 
and liquidity to become gradu- 
ally available for the less cre- 
ditworthy borrowers, possibly 
including those rated below 
tbe investment grade thres- 
hold of BBB minus for Stan- 
dard & Poor's and Baa3 for 
Moody’s Investors Service. 

Yesterday Argentina, which 
has a rating of BB/Ba3, issued 
a $lbn baud, the largest emerg- 
ing market offering since 
August. However, there are 
only two or three weeks left 
this year for borrowers to take 
advantage of the renewed con- 
fidence in the bond markets 
and tap fresh debt. The bond 
market traditionally grinds to 
a halt by mid-December as 
banks and investors tidy up 
their books for the end of the 
calendar year. 

Economists also warned that 
tbe outlook for the credit mar- 
kets remained mixed in spite 
of the surge of liquidity in US 
and Europe. A widely forecast 
slowdown in economic growth 
rates in 1999 is expected to 
restrain any exuberance. 

to addition, corporate earn- 
ings growth is expected to 
slow in tbe US and this could 
hit share prices. Credit 
spreads, especially in the high- 
yield bond markets, closely 
track equity prices. “Spreads 
in the bond markets are finked 
to the economic cycle," said 
Ifty Islam, a senior economist 
at Deutsche Bank. “When 
growth rates fall, credit 
spreads normally widen.” 
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But in the short-term, there 
is a large queue of borrowers 
hoping to issue bonds before 
Christmas. It includes 
Rolls-Royce and Continental 
AG. and several emerging mar- 
ket governments. Demand for 
new debt is expected to be 
underpinned by the growing 
mountain of cash available to 
investors, thanks to the large 
amount of redemptions of 
existing bands since August 
and the absence of new issues 
to take their place. 

In addition, the approach of 
European monetary union is 
encouraging Asian and other 
central hanks to redenominate 
a portion of their foreign 
exchange reserves into the 
euro or into leading pre-euro 
currencies, notably the 
D-Mark. As a result Asian and. 
in particular, Japanese inves- 


tors have provided an unusu- 
ally high proportion of demand 
for recent bond issues, includ- 
ing more than 50 per cent of a 
DM500m bond offering by Finr 
land this week. . 

The Bank of China is 
thought to be planning to 
denominate 15 to 25 per cent of 
its reserves in euros. This will 
provide— -a- strong counter- 
cyclical demand base for bonds 
issued in euros. “The approach 
of Emu will keep the eurobond 
markets active unless there is 
another financial meltdown 
like Russia," said one bond 
syndicate official in Frankfort. 
Bankers also said there was a 
strong chance in the near 
future of the first high-yield 
bond In a European currency 
since August 

Bonds, Page 28 


1 By John Anitas in Hew York 

American Express, the US 
financial services group, is 
applying for a licence to 
1 launch its ftwarvia? brokerage 
division in Japan. It is part cif 
a plan to sen U&style invest- 
ment products to Japanese 
consumers. 

- James Craccbiok), who took 
i over as president of AmexCo’s 
international division this 
year, said the move into Japan 
was part of an attempt to boost 
the share of company profits 
outside the US to 50 per cent 
over the next five to seven 
years. At present it accounts 
for about 30 per cent 

In Japan, the company will 
seek a licence for its American 
Express Financial Advisers 
unit, one of the largest US 
retail brokerages, which has 
increased its revenue signifi- 
cantly in the past two years by 
cross-selling by the company’s 
fla g shi p charge cards. 

"Mt Cracchiolo said AEFA 
would set up business under 
the umbrella of American 
Express, adding: “We'll be 
expanding that activity 
directly to-Japan.” 

In the US, cardholders are 
invited to free consultations 
with the group’s financial 
advisers, who sell products 
from a range of companies and 
compile financial plans for a 
fee. More than a third of 
AEFA’s . revenues are derived 
from referrals from the card 
business. 

AmexCo is hoping to build 
from the strsigth of its brand 
recognition in Japan and from 
the demand in Japan for inter- 


national investments, which 
they hope will be caused by 
the current low interest rates 
on traditional Japanese 
savings products. 

Other US financial services 
companies have plans to sell 
retail investments in Japan or 
to provide fund management 
for Japanese companies. Citi- 
group, the result of the merger 
of Citicorp and Travelers 
Group, is aimed at cross-sell- 
ing products on the hack of 
strong international brands. 

In other parts of the world, 
according to Mr Cracchiolo, 
“we are probably looking more 
far a targeted way to extend 
products such as mutual funds 
and insurance”. The company 
would probably do this 
through other channels, 
inrindrng working with bank- 
ing institutions. 

In other countries, it is 
looking for cross-selling 
between its card business and 
its private bank, inrfnding a 
pilot scheme-offering lines .of 
credit to wealthy cardholders 
in Japan. 

It is also continuing the 
aggressive strategy it launched 
three years ago to offer cards 
in partnership with banks, 
abandoning its longstanding 
policy of distributing only by 
direct marketing. It is focusing 
on corpora te cards, used as an 
aid to corporate travel and 
entertainment expanses. 

Yesterday it announced “oo- 
branded” corporate cards with 
HSBC Bamertndus of Brazil, 
and this follows similar ven- 
tures with Credit Lyonnais in 
France, and Banco Bital In 
Mexico. 


Japan’s big trading groups 
post disappointing results 


MORSE 


By McMye Ha ha m ul o in Tokyo 

Japan's largest general trading 
companies yesterday reported 
disappointing interim results, 
reflecting Asia's economic 
problems and difficulties in 
focusing on profitable areas. 

They suffered large valua- 
tion losses on their securities 
holdings, with the aggregate 
losses for the top six amount- 
ing to over YZOObn ($1.6bn). 

The companies are having to 
allocate investment funds to 
troubled areas such as south- 
east Asia, largely to guarantee 
loans by subsidiaries. 

“These are not investments 
that are laying the foundations 
for further profits in the 
future,” said Kota Nakako, 


industry analyst at Warburg 
Dillon Read in Tokyo. 

Sales in the six months to 
September were down indus- 
try-wide mid were particularly 
noticeable in the materials sec- 
tors. 

Nissho Iwai saw group sales 
fall 2 per cent to Y4.640.3bn 
but pre-tax profits before 
exceptional plunged T7 per 
cent to Y7.5bn (Y32.4bn). It 
blamed the sharp fell on a rise 
in interest costs and in invest- 
ment losses. The group's net 
lass came to Y55-9bn. against 
Yl3-3bn profit last time. 

Yoahinori Takeda. executive 
managing director of Nissho 
Iwai, said yesterday that the 
company would borrow 
Y500bn to YfflObn from Sanwa 


Bank, its main bank, and oth- 
ers to meet redemptions of 
bonds and commercial paper 
coming due in the near term. 
These amount to Y530bn in 
commercial paper and YlOObn 
in corporate brads, 

Mitsubishi and Sumitomo 
also reported consolidated 
results. Group sales at Mitsubi- 
shi were down 11 per cent to 
Y7.046.4bn (Y7,911.8bn) and 
pre-tax profits before excep- 
tional fell 45 per cent to 
Y39bn (Y7tL6tm). 

Sumitomo suffered an 8 per 
cent drop in group sales to 
Y5,74S.5bn (Y6.225.7bn). but 
securities sales helped lift pre- 
tax profits before exceptional^ 
23 per cent to Y33.8bn 
(Y27.4bn). 


Euro Disney warns royalty 

fees will mean tough 1999 


We don’t 
interview new 
recruits. 


We just look 
at their CVs. 
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By Robert Graham ta Paris 

Euro Disney, operator of the 
Paris-based theme park, 
warned yesterday of tough 
c h al l enges in 1999 as royalties 
and management fees to the 
Walt Disney Company begin to 
be reinstated and debt repay- 
ments Increase. 

The warning came as Euro 
Disney unveiled a 34 per cent 
Increase in net income to 
FFr290m (552m) from FFr21 7m 
in the year ended September, 
owing to a strong improve- 
ment In operating perfor- 
mance. Exceptional profits of 
FFr42m from property develop- 
ments at Disney’s Val 
d’Europe site outside the 
French capital also helped 
boost tbe result. Since 1994, 


Walt Disney - which owns 39 
per cent of Buro Disney - has 
waived royalties and manage- 
ment fees to ease the financial 
squeeze caused by start-up 
problems at the theme park. 
These win be gradually rein- 
stated from next year, lasting 
until 2003. Yesterday the com- 
pany said this would cost 
FFrZQDm La 19SS-S9. on the 
basis or 1997-96 revenues. 

Increased principal repay- 
ments on the underlying debt 
of the operating leases will 
also push up lease charges 
next year by FFr82m. Lease 
and net financial charges 
Increased last year by FFrlflOm 
to FFT85Qm. However, borrow- 
ings remained stable at 
FFr15 ^bn and Euro Disney 
retained an unused FFrl.lbn 


borrowing facility from Walt 
Disney. 

The shares, which had ini- 
tially climbed on the back of 
the results, fell back in late 
trading to end more than 3 per 
cent down at FFr&25. 

GiBes Pfilisson, Euro Disney 
chief executive, said a combi- 
nation of higher entry charges 
and a new attraction would 
help offset the extra costs. 
Disneyland Paris is the single 
biggest tourist attraction in 
France, with 124m visitors a 
year. 

Entry fees during the high 
season will rise next year by 
FFr10 a bead, to FFr220 for 
adults and FFr175 for children. 

Total resort revenues 
reached FFr5.89bn against 
FFr5.47hn. 


Unlikely. When companies make investment 
decisions, they want to know what they are 
getting for their money. 

Morse has Enterprise Computing Centres for 
just this reason. Clients can put large, complex 
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them. They often camp out in our centres for 
weeks before they are satisfied. 
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Strong market expansion boosts DoCoMo 


By Mlchiyo Hakamoto in Tokyo 

Continued strong expansion 
of the cellular phone market 
in Japan supported a buoy- 
ant interim performance by 
NTT DoCoMo, tbe dominant 
cellular phone operator that 
listed last mouth in the larg- 
est initial public offering in 
the industry. 

Revenues rose 16 per cent 
from Y 1.256.7 to Yl.Jfc2.Sbn 
(Sll.97bn>. Pre-tax profits 


rose 42 per cent to Y233.1bn, 
while net profits more than 
doubled to Y154bn. 

The company, which has 
more than 50 per cent of the 
Japanese domestic cellular 
phone market, increased the 
number of subscribers 
among its regional compa- 
nies by 16 per cent to 20.8m 
and at the parent company 
by 15 per cent to 9.4m. This 
compares with a total mar- 
ket in June of 40ra. 


The group completed an 
S18bn IPO last month and 
saw its share price surge in 
the wake of the listing. Yes- 
terday. the shares closed up 
Y20.000 at Y-L5m. against an 
initial offering price of 
Y39ra. 

The group expects to add 
5.4m cellular phone subscrib- 
ers in the business year in 
spite of a slowdown in the 
rate or growth of the market 
in Japan. 


However, subscribers to 
DoCoMo's paging services 
were 26 per cent down at its 
nine subsidiary companies 
and fell 27 per cent at the 
parent company. 

Of greater concern is the 
personal handyphone service 
business, which DoCoMo 
took over after its parent 
company. NTT. decided to 
close its subsidiary PHS 
companies. 

While the fall in subscrib- 


ers was not as sharp - H per 

cent for the regional compa- 
nies and 13 per cent for the 
parent - the losses in its 
PHS operations were expec- 
ted to total Y!Q4bn in the 
current business year alone, 
said Keisj Tachikawa. 
DoCoMo's president. 

DoCoMo is also likely to 
continue facing rising capi- 
tal expenditures as a result 
of its efforts to launch 
W-CDMA, an advanced cellu- 


Stock market rally suggests 
new dawn for Japan’s banks 




' 


The rise in stocks has led to questions 
over whether restructuring can lead to a 
sustained recovery, writes Gillian Tett 


I s tbe outlook finally 
brightening for Japan's 
beleaguered banks? Tbe 
stock market would seem to 
suggest so. 

While the Nikkei 225. the 
key stock market indicator, 
has wallowed around 14.000 
in recent weeks. Japan's 
banking sector has staged a 
st rikin g rally. Yesterday, for 
example, the sector closed at 
370.57 points, its highest 
level since early August - 
and. 35 per cent higher than 
just 10 weeks ago. 

This rally has been con- 
ducted on thin volumes from 
a very low base. But it also 
comes amid intriguing signs 
of restructuring. And with 
the largest banks due to 
start reporting their half- 
year results today, tbe ques- 
tion is whether this 
“restructuring” will be 
enough to end the long- 
running malaise dogging the 
sector. 

There is still considerable 
cause for pessimism. The 
interims are likely to show 
that all the banks have 
enjoyed strong rises in oper- 
ating profits, predicts Yoshi- 
nobu Yamada. banking ana- 
lyst at Merrill Lynch. But 
this is largely due to high 
returns on their vast hold- 
ings of Japanese government 
bonds, which could evapo- 
rate in the second half if the 


bond market tumbles. And 
all the banks are also likely 
to report large losses on 
equity portfolios and contin- 
ued bad loans write-offs. 

Meanwhile, analysts' esti- 
mates of the scale of the bad 
loans are. If anything, still 

The banks are 
poised from today 
to announce a 
wave of 
restructuring 


rising. Moody's, the US 
credit rating agency, warned 
this week that resolving the 
banking problems could 
require 20 per cent of 
Japan's gross domestic prod- 
uct and cited this as a key 
reason to downgrade Japan's 
sovereign debt 

Standard & Poor’s, another 
credit rating agency, has 
recen tly announced that 
banking bad loans could be 
double the government's 
Y87.000bn f$726bn) estimate. 

Furthermore, there is little 
evidence that international 
investor concern about 
weaker banks has evapo- 
rated. Instead. Japanese 
banks have faced such dire 


problems raising dollar 
funds towards the year end. 
for example, that It has 
caused some startling mar- 
ket distortions, such as nega- 
tive yen interest rates. 

But against this grim lit- 
any, two other factors stand 
out. One is evidence that the 
government is actually 
implementing part of its 
recently announced 
Y6Q,0Q0bn support package 
for the banks. 

It has already started to 
nationalise Long Term 
Credit Bank and looks set to 
inject public funds into the 
banks' capital bases 
soon. 

Masaru Hayami. governor 
of Bank of Japan, has also 
been urging tbe banks to 
accept an injection of public 
funds into their capita] base. 

In recent days. Industrial 
Bank of Japan, Fuji, Sumi- 
tomo, Daiwa, Tokai and Yas- 
uda Trust have all said they 
will apply for injections, 
ranging from Y200bn to 
Y500bn. Others, such as 
Sanwa. are expected to fol- 
low suit from today. 
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Masani Hayami: has urged banks to 
funds into their capital bases 


an injection of pubOc 

AP 


B ut secondly - and most 
Importantly - the banks 
are poised from today to 
announce a wave of 
“restructuring”. 

Some, such as Daiwa, are 
streamlining tbeir busi- 
nesses by withdrawing from 
overseas operations. Most 
claim to be cutting costs in 
other ways as welL Sanwa is 
slashing bonuses this year. 


while Sumitomo has pledged 
to cut staff, and Sakura has 
even offered to sell its prized 
staff holiday houses. 

A clutch of alliances has 
emerged. Some effectively 
strengthen traditional rela- 
tionships in keiretsu, the 
Japanese business group- 
ings, Sumitomo Trust and 
Sumitomo, for example, are 
collaborating more closely. 
But others are cutting across 
keiretsu lines. Dai-ichi Kan- 
gyo and Fuji are merging 
their trust bank subsidiaries 
and plan to purchase the 
asset management business 


or Yasuda Trust, the ailing 
bank. 

There is no evidence yet 
that the recently announced 
alliances win actually boost 
bank profitability. There is 
even less proof that they will 
quickly take capacity out of 
the system, given the tradi- 
tionally slow pace of merg- 
ers in Japan. And the public 
fund injections do not, in 
themselves, guarantee that 
the restructuring will 
be anything more than 
cosmetic. 

After all, the last wave of 
YljSOObn public funds iqjec- 


lar phone system. In the first 
half, capital spending rose 
12 per cent for the parent 
and 9 per cent for the 
regional companies. 

In the full year. DoCoMo 
expects revenues to rise 
IS per cent to Y3 ,0061m and 
pre-tax profits before excep- 
tiooais to fall 9.5 per cent to 
Y2S2bn ( Y31l.6bni. Net 
income is forecast to rise 
43 per cent to Y172bn 
(Yl20.6bn). 


Nikkei 225 Average 
f to 


105 _ 


95 1 ! 


90 _ 


es _ 



tlons in April delivered mini- 
mal reform. And the govern- 
ment recently decided to 
soften the conditions for tbe 
new round of Injections to 
persuade the banks to apply. 
A bank receiving funds with 
a capital ratio of more than 8 
per cent, for example, need 
only pledge to sell unneces- 
sary facilities, increase lend- 
ing to small businesses, raise 
its return on equity and cut 
operating expenses. 

But after a year of repeat- 
edly dashed hopes for 
reform, the latest market 
rally suggests that a few 
investors are prepared to 
clutch at straws. 

“The long awaited banking 
turning point has come." 
argues Robert Zielinksi. 
banking analyst at Lehman 
Brothers. “We strongly 
believe that the government 
will take whatever steps nec- 
essary to revitalise the bank- 
ing industry." 

The big danger now is that 
if the banks dash these 
reform hopes yet again this 
winter, the next round of 
share price falls could be 
even mare devastating than 
the last. 



NEWS DIGEST 
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AIRLINES 

Qantas falls after 
warning on profits 

Qantas Always shares fen 10 cants to AS2.46 yesterday 
after Gary Pemberton, the national carrier's chairman, 
warned it may not be able to match last year's AS304.8m 
(Si 70.3m) profit Asia's economic crisis had resulted in 
heavy price competition, especially in the Asia to Europe 
routes, he said. As intra-Asia flights were cut and intercon- 
tinental flights Increased, price competition was accelerat- 
ing on Qantas' traditional long-haul “kangaroo route" to 
Europe in particular: 

Mr Pemberton said he was not expecting any recovery 
in business soon. Recovery would take some time and 
there would be “no miracle U-turn", he said. 

Qantas wifl refocus on cost reduction and improved effi- 
ciency to boost profitability. Already, the airline has ration- 
alised its services to south-east Asia and Japan and it 
ended services to Korea earlier this year. 

ft expects to comp l ete the third stage of its competitive 
tendering for aiport services In Darwin, Adelaide. Canberra 
and two other regional terminals by the end of this year. 

James Strong, managing director, said the possible V 
acquisition of a part of Thai Airways by Qantas had been"; 
delayed and that the Thai government was now appointing 
financial advisers. Stephen Wyatt, Sydney 


LEASING 

Orix lifted by investments 

Orix, the Japanese teasing company, yesterday reported 
consolidated net profits of Y12J2bn ($i0l.7m) for the first 
six months of this year, up 16 per cent on the same period 
last time on revenues up 35 per cent from Y222.4bn to 
Y3O0.5bn. 

The company said revenues were boosted by a sharp 
rise in int e rest receipts from loans and securities holdings 
as well as a jump in revenues from life assurance pokeies 
and the investment of (hose funds. 

Koichi Maki, senior managing director, said the company 
had reported alt-time high first halt pre-tax profits for four 
straight first halves, supported by a strong rise in operat- 
ing income. The rise in income from our life insurance 
operations was notable, as it almost doubted," he said. 

Mr Maki said Orix cut net profit forecast for the year to 
March from Y30bn to Y25bn due to the continued uncer- 
tainty over prospects for earnings of its Asian leasing joml 
ventures. 

“We have limited opportunity to launch new leasing 
business in Asia since the Aslan currency crisis occurred." 
he said. “As earnings of our Asian affiliates have remained 
unexpectedly weak, we cut the net profit forecast " 

On an unconsolidated basis, pre-tax profits fen 45 per 
cent from Y15.7bn to Y8-55bn. Sales totalled Y375.3bn. up 
1 1 per cent on a year ago. 

Orix also announced that it was to absorb its subsidiary 
Onx Interior, a carpet maker, on April 1. The merger ratio 
will be one Orix Interior share for 0.02 Orix share. 

Orix Interior, which Is listed on the second section of the 
Osaka securities exchange, said it would transfer aU 
operations, assets and liabilities except those in its finance 
division to a whoRy owned subsidiary on March 31. The 
OSE suspended trading in Orix Interior shares following 
the news. Agencies, Tokyo 
Comments and press releases about international 
companies coverage can be sent by e-mail to 
kitemattonaf.companies@fl.com . 
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Siena - Piazza La Lizza, 1-3 

Property al 

Bancs Monte dd Paachi df Siena &p.A 

Servizz bnmoUtefl Banche S.I.B S.pA has been entrusted with the task of promoting the sale of the four star 
hotel compta. cafled Hotel Excaltsior, stfuated Ini Siena. Razza La Lizza 1 - & fcndudbig main (umteWngs and 
fittings, as s and in es present legal status Located In a prestigious position, near he city centre and easly 
accessible, the txA^ compriaes 6 ftacre arid 3 basonant flooraL wNh 126 rooms, st e epto g 222. It cows an 
area of appradnwiely 3,000 aqja. and wasbtaly restored ar me beginning of the 80*. The comptec offers 
conference services wdh various sized meeting rooms, restaurant, bar and aAeUe equipment. 

The pu&ness is presently retained by a Ann operating fci hotel management, to Mum tlte ritfit of pre-emption 
has been recoyitsed. apart from fte obflgaflon of vacatmg th e premises a specified period of ihne in the 

event of the non-erefdse of this right In a cc ordan ce with the prior ag ro ea u i e iit s estabflshed wih the Owner. 
The buyer wfl have to harnte the c onsi g nm ent dlrectty with the cuTent management undevtaMng. 
f u rtherm or e, to maimaki the current etiqJaymeRt levels at tfte hotel compare 

Those Interested n buying tfie property should srtamfc fufly secured purchase offers by 12A0 pm on 16th 
December 1998 by roistered mall with return recapt sent to the Ibffowrg aettess : Servtzi knmobBarl Banche 
S f.a S.pA. Via feraere, 13, 20122 Man - Italy 

Procedure to be f oB o w o d for the su b m to ai ogi of offers = 

♦ the offer rmst be prepared aooonftng to the farm a vaSabJe aMhe Wan efflee d Senria biwnobftart Banche 
S.I.B. S.p^. (located m Via Uerziere, 13) where ftil documentation fe Mn g to the property, in^afcng the teat 
of Ilia epwaweUi wfth the preame lanant to aveftabfa . 

4> the purchase price, net of taxes, for the Whole property on safe must be stated and the payment dales and 
metfiotfewas wefl as the oflert term of voficOty (at least 60 days), must be apadflad ; 

4 afters must contain the dedaradon that the Offerer Is eubmUng the oftar solely fn hie own name and not on 
behatf of any other peraonfcompany to be dtod oeed beer ; ftftharmore, the Offeror must endoaa a bank 
d e c larat io n Khar an irre v ocable fern dopoatt has been made up to the exp ected eapky dale of the offer In 
favour of Banca Monte dal tedk dl Siena S.p.A. for an amoimt no leas than 10% of the prioe offered. This 
d e dWon must be prepned according to the lonn avertable a Servia k mim b Bar a Banche 8.IA 3.ftA. m m 
4 the Offeror must also authorise, toacoordanoo wih the ftalan Privacy Law 675^6, ttia pousaig of pemonal 
data by Senna fanmaMlare Banche S.I.BL S^A and the uunsiimlcatton of such data to th a Owner. 

The offers so received shal oe evakiaced by Banca Monts dei fa sc hl d Siena SpA. Where an offer Is 
acoepted, am relevant Offeror wd be notified by regfeieved nral. In the p reao nc o of a manber of offers the 
Owner reserves the right Co Invae Offerers (by roistered mail, stating thereby how to raise bids) ft) attend a 
mee ting (the date of which shafl be tti&ebi Mealed) where hi gher offers can be made WNhfn the framework 
of oompeikive bafcfrig. The property can be rated fay appotiumera, such appoWmem to be cortikmed by fax 
to the MUan office of Senrizi immoUlare Banche 9J.R s!pA tor the anentfen of the Seles Manager. 

This present notice Is nor an offer to the pubic under Article 1336 of dm kaftan CM Code. Therefore, tire 
receipt of any offers as wall aa the aubssqfwm oontptfftm bkfldng prooess, R any. knpty no abAgfetan to sal 
the property to the Offerers. Also, no brokerage andfer advisory fee Is due to anyone, indixchg In the euanc 
that any offer is accepted. The IMan version of this notice shafl preval over any otfter IM pubftahed fe aiy 
foreign language h any non-ffetian newspaper. (This notice and the dspoMon jaooedure shall be yu vemad 
by I tola n law.) J 


CONTRACTS & TENDERS 


Full documentation about the 
property ts available also on the 
Internet: 

httpJANww.sib-spa.com 


SIB 

Sorvtd ImraobMari Binchg 


Via Verziere. 13 - 20122 Milano 
Tel. 02-77.831 
Fax 02-77^3.217 
E-mail: Sales Manager 
business Qsib~spa.com 


<z> 

HSBC Holdings pic 

U5S250.000.000 
| Subordinated Collared 
Heating Rate Notes 2008 

Hie notes will bear Interest 
at 5.00"> per annum for the 
interest period 1mm 
19 November 1998 to 19 May 
1999. Interest payable on 
19 May 1999 will amount to 
USS25.14 perUSSl.fltiO. 

US$25 1.39 per USS 10.000 

and US$2,513® per 

USS 100,000 note. 

Global Agency and Trust Services. 
Citibank. N A* London 

19 November 1998 

Cf77£MAKO‘. 


cmcoRPQ 

U.S. $250,000,000 
Subordinated Floating Rate 
> Notes Due August 2003 
Notice is hereby given that the 
Rate of Interest for the penod 
November 19. 1998 to February 
19. 1999 has been Ihied at S.S% 
and that the interest payable on 
Ihe relevant Interest Payment 
Date February 19. 1999. against 
Coupsrf No. 23 will be US$7028 
in respect of US$5,000 n on an al 
of ihe Notes and US$1,405 60 In 
respect of US510Q.000 nominal 
of the Notes. 

Gtabaf Agency and Tru6t Services. 
Cttank N A London 
November 19. 1399 

CHIBANCO' 


LEGAL NOTICES 


HUNTSMAN COR PORAT ION 
EUROPE LIMITED 
No. J3**m 

Anuan to uxtmi ITS of die Caywa Ae 
1085 ill* -Aci”). Hununap OKparekm 
I jvacd i*c "OtnponO 
nalioc ihft, an 13 Kmahrr IW, the 
CofBfcmy mpnip l by Specul Rwobitfcona 
p 0 yncm« out of oq«tai Car ibc pm p m a of 
jtqttrtnp lu own A ft gfc g ie d Rahkimblc 
Tracing Shscs uf Irtp rad. B Preferred 
Redeemable Ihiiof Shoitt of i I each. C 
P ldqitd l Uiluiia O t Trackny Stares c4 I Op 
4ml D Piticntd Rn teu i ntf e Trxkmg 
Stores J I Up och by iwdose The noM 
of Ihe pevraiaMhle cjpiLal pay man for Mdi 
CIIJOtL'feL £23HW &UQSHO and 
druiiuu napodhch Tbe suauiory 
dednion of z2k: Picons und the ju&kn a 
Kptt required by araJon 17? uf ihe Aa n 
sraiUHc for tupedMi at Ihe Cunyu^'t 
RfBbDdtdir Am oinftftor of ibe Gucnpny 
dm. a ait tune tndiftn 5 weds inraodbiety 
fulUira the dale off dir n e»0 hiff » w fur 


fullottvip the dale off dir n eao hmw fur 

payrerm on of ofnul, ajfiljr to the ama enter 

toini 17ft ol dir Aa fie ai order pri ibei^ 

drpyiRiL 

llv Older uf ibe Baud 

midliag 

C.'ingn* 

Registered Office: 

lUicnMPtd Rial 
Camnpion. 1 Insstocu M an eh cM cr 
Giraki Mudc^cr M3 1 JTJ 


NATIONAL BANK OF CANADA 

USS 250^X10.000 Floating Rate Notes due 1999 

In accxxdarce with the Deso?Jtion of the toes, notice isheie- 
ty given that for the Interest Period from November 12, 1998 
to February 1 2, 1 999 ihe Notes wd carry an Interest Bate of 
5.60907% per annum. 

The Interest Amount payable on the relevant Interest Pay- 
ment Date. February 12, 1999 will be USS 14334 
per USS 1 0.000 principal amount _ r ^„, ^ 

Of Note and USS 1,433.43 
per USS 1 00.000 principal 
amount of Note. t A ff U 


CONTRACTS & TENDERS 


NORTHERN DEVELOPMENT COMPANY 

on behalf of the North of England Development Agency 

wish to commission consul tacts to assist with (he development 
of a Regional Economic Strategy. 

A brief for the proposal is available on request from: 

Phil Shakeshaft 

Director oT Corporate Affairs at NDC 
email: radmd_beaD@tiordevx<uik 
Telephone: (0191) 204 2203 
Fax: 10191)201 2021 


LEGAL NOTICES 


M nn RKti COW Of jlBIICE 



miflEmnnot 

051185 INSURANCE LIMITED 
BON INSURANCE 
MTTEDond ORION 
_ (GENBAL) PIQ 

Md &YTBK SATIE! OF TO 
CQHPMD&Crim 

■on 5 HOBFt cue* hrtw « m Od& i*d 

4 W Sdmr CreriftoA to 

dot — I - i*- f-Vr nf injipiui hm fefe 
mtMmmcdl +* am wd <xi 27 Oootet 1H The 
Sdieme Oodfeft *«nj h m a ^ m v fe aid 
■edKinaltwkWro 


Ordten, and ArUrw at ttjum Wen Aiy 


« WOtf 


tfOMI 


mC2QF, 


LnfaiCOVOa 


kmtedxFf. 




HAMLET INTERNATIONAL PLC 


\m Ct S^gTO Ww Am ft < jiryi a> 

preff wn ml otdm d *r Qmgm 
nofflhi ho® A* UM (tao hr pni OvdthK •ho 
hMMfHtaeiOJiiiMMiidmll daw d Si 
d d* M«9. ta«coriAs PM rfarix Id We 
od ii U in J. Mifodw* lota tlscfrn «l 
hinuftibiujKnqpwii n—mr Coml IvSfti KM 
<H1 Ita Itaff l yu i tew off rtw Votatun 

4n y m tad l W* lyptrdL lop p><*f|g dl tmBxs 
dean at |*DdhOr Mfr iwumapy a dhff 
a auy aawf w the itymiia Id bo nvtnun A 
cnrtfaor Who Uf wM praared h* dria t>t the 4*0 
wcM 1* evUed inn 


LEGAL NOTICES 


No 005867 of I99S 

IN THE HIGH COURT OF JUSTICE 
CHANCERY DIVISION 
COMPANIES COURT 

IN THE MATTER OF 
BELGO GROUP PLC 

m 2QQ m 

KN THE MATTER OF THE 
COMPANIES ACT 1985 

NOTICE IS HEREBY GIVEN tha the 
Under nf ihe High Cowl U Janice 
IOuhccty Division! feted \\ ti w afei 
1998 t o n finwg the teductioo or ihe itare 
pftstuwm Kmuni uf ibe C m n pauj Izddi 
£ 1 6J 56.056- 44 M £6.4 1 5.989 4d; the 
caacdlsnoa off the djmaJ redcnqnuvr 
merte of the Company wmi nune io 
Op309,9<7: md die ratactan of dc done 
ctkfnul of lire Compiq) feno 
£24^52,374^8 to LlSMOjm and ita 
Mnnie approved by tbe Court ihowog 
wirii reap ra » ibe cuptial of the Coopapy 
» abu.il ibe metal pmfrufaiv ir^ord by 
ibe oboic-ncx*t(iacd Aa were reck one d by 
die RcgMrer of C o mpeo k a aa 12^ November 
J9VB 

Dated 19 N o w cuto 1998 

NICHOLSON GRAHAM A JONES 

llDCmanSucci 

Loudon EC4N 6AR 

Td- OI7I M 9000 

Fax: 0171 648 9001 

Ref: OEV/B1 176-8 

Svhatuc. fur ibe Mitwier 




ETBA 

Finance 


ECONOMIC & FINANCIAL SERVICES SJL (formally GREEK EXPORTS SJL) 

ANNOUNCEMENT 

FIRST PUBLIC TENDER FOR THE SALE OF THE ASSETS OF 
"GREEK OPTICS INDUSTRY SJL" distinctively entitled 
'EL.VLOP DfMOSYNETERISTIKI SJL" NOW IN LIQUIDATION 

ETBA FINANCE ECONOMIC A FINANCIAL SER/1CES SA. Qs&ibbshOti ki ASTOre \\ SI V mo Wcul ^ mAjVOJ \* 

vo uo of Oecwttfi No. 46Sifl 996 of the Athm Court of Appeal of the above company i*n ich >s m ftpraal hquHimon us p«f .hticV 
46a of Law 1692/1990. as suppfementocf by arftcto 14 of Lore ,200ft 1991. as m force today 

ANNOUNCES 

3 Rrat MAc bitematiorral Tender, wtti seated, twang oftots. for the sate of Iho total assets of 'GREEK OPTICS lhOU>TR> 
S A." ra_Vl op. DUdOSYl^TETOSTIKI SAT 

Activity and Suwwy den on the Co mpany 

The Company in Gpedal Equktofion owns a tortocy in the teduBMal Zone of Landa. wtucfi producer fmiied plis&c framer. io> 
auntfasses and apeefedes usteg acidte celiiose in sheets as raw material The und & ostebfeshed on a pfc* 3850 m mowt. 
the biddtegs conertng 1,73663 vn* (not counfeig Che consenratoffes Chat cover an area of 71 44 mO The tacw ty i* a moral 
constmetton, wth feermofos^aiteg shades, aluminffum wfeda w hamaa wth doubte-glazmg and air conditioning T)ic madimerv 
a sidfed to the produAan at ^sedtide frames. The surro un efer g area la pavod ond fenced, wdh plams und adnqu.-itn iwftinij 
space for cars, oper-e* storage, easy access for tomes, wtite As shape Is rectangular and tacos mo paved rod* ay 

Ibms of the Anraunoement 

1. The fender wfl be conducted In accordance with the previsions of article 46a ol Lore iBS&'ISSOOe supplemented py nthek' 
14 of Law2<xxyi99f as currenffy in force; the Danns cortLkned in the present Announcament and the teitns cordamed m the 
Oflertng Memo nw tem. re qa nfle ss of whether or rm they are repeated In the present. The soOrrtMion of a XJMna offer 
ftnpftaa ac ce ptanc e cl al these terms. 

2. Interested pantos may obCavi a defatted Oflertng Memorandum and ask for any other information on agnaturo itf a 
co roda nhe BytifesemanL 

3. fnonfer topartldpcdeln the tender. EntofoefedpMec are huAedlonftinie a cooled, brndteg offer to the Athens notary pubbe 
aadfpied to foe fento, l*s.Panayota Spyridonos SfeetonopoiJDu, at 71-73 Academios Street. Aftuns. fdL (301) 3811965 
by 12 noon on Thursday. lPDecambw 1898. Otters mustbe eufentted te peremi or by a fegafty Mhorteed rapresonMive 
OftemrobnAfed beyond the erne MeMmi be accepted or taken into constewndon Oflois must not comki terms upon 
wWch theb bterfngne&& wl depend or whfch emote vegiwnesa wbh regard to the amount or the method or peynremtoMtu? 
offered price ar wfei regard to any other essential points. 

4.. Otters must be accompanied, on penafty of cancolatten of the otter, by a tenor at guarantee fr o m a first daw bonk togofty 
operating in Graeco, to ihe amove erf fifty mHon drachmas (GDR 50,000.000 as per specimen continued In tfta Offering 
Mervxmnoum. valdimtf ewotiViMScstion for tour Uddem and und wgrotim of iha sate contract for vie highem bidder 

5. The aflm wB be opened by the above-mentioned no&ry in her afice al 14rfn hoars on Thursday. 10 December 1998 
Warasffed parties who have arfmftM btedng offers wtihln the time Bnw are entflled to attend Ufo eponng of (he offers 

bteisng often imro spocAcaly state the offered amount and the method m payment (whother in rash cr on 
oedL) in the event that payment to to be on end! tha erfter must staia the mavtser of hstaftneitic. wtei they are to be p*d 
and the truorar rate ditong the entke period up to Anal settlemanL If mention b not made erf a) the m ethod of payment, bi 
whmher ihe balance on oedft wB boar hfemst or not c) the rate ol fftierM. then it w* be cxmspcvxtingty demod teal at 
ihe mornt u* bo paid te oaah. b) Ihe betartoo an eietft wfl not bear toteresi and c) tw fate of merest for (he balance on 
Hw&t wttba ca ta Sa te d on fos tmresi rate erf ihe titiaaf haue ol stale bomb of one yeerfc dfearion 

7. Thefoctory Is otiered lor any Und erf prediction that the purchaser my eftooea. In any euorrfL hewew. Ihe punenasor must 
al ms own bxpemm ato care, see to toe ooneepondteg Issuing erf the necessary marie pemrfL ft to to bu noted that tho 
previous woriipormi expired on 10 October 1096. 

8 ‘ ^ frw tawof panpgymem on cwft, the piesert vatoe writ be token late account, utolch nW be celculaied w«h mo rftocwi 

dmrtk)n * » toe offer b mads tefomton cummcy. tor rs common mio 
dr^vnae, toe fbung price of too Banfc of Oreece on ttie final day far the sirfsmtsston of offora to toe presont tender wff t» 


9 ‘ 

to by too tfouktezer. m be toe most aatihefey tire too oomp«iHn 4 quidBtlori '» oecfiorL 

10. TIm dem unteteWc ft make mtneaamwn^aMaBrtwBbaBDlc(*a»t» and tetwratf ana. moroapwWeaav ^iheuaeiuji 

Aeowiiofs art nd responsWa lor teg* or actual defects or dBtoenetos at any fand of ova assort or 

° ! < hei " ln *" °*^ krtwwod paitlas. should. Mh lholi\j«n 

naponMly and Wgenca ana at thetr wn expense, took Into and tam ihak own asaassntoni ol Iho obnas 
nAmbslan of an oiler biases mat As interested party to My aware of Dm legal and ^ „„ 

"■ 1 0 are attomicaied hua to to 

appear a the nme and ptoco ppadBed to w IquaMOrto Inutollon. in order to sign the refawa mwiact in 

to J” Wa * e * pena ° a O' "V ««t tone =poi» and real w 

««tohM.wttna oWigadon la prwnd. proof el *mh. or oondder Dm em«mt as n Pen^ ctou* ana ooteSTho^ 


The ItMteMr bears no raspowtotey wwowto partfajpatas h pie wndat. both nmh rman h> ,tw> . „ 

or to fas pmposal of Iha Mgheai udder. Abo. he Is not HaUe and has no 

am me ne wider & era** or deetaraJ na and «ud t ns re«jt to we h om wwtf m iu. 

ia toon perdue takam md to toe lender and stemming oflore do not acquto am run cfam. « 

Annaaiceniem and dun tom parflctoeDm to toe tnto. agahd toe laiidBtar or to?oi^Satll^to(!J^Iy 1 aa[^ , ^,^l^ ! J l, * ^, 

14. AcconSno to par*. 13ol a«dcto4eaalLm» 1B0Zn«80toa solo eortmcmmiiho neoa«.w«w.^„. ^ , 

In order u obtain toe Oftarfcig Memorandum and tor any addteorai Monndni 
ptoaae apply to toe oHces of toe hptefanr ETHA Finance Economic 6 Ftoarwus^L- «; a 
1 Eratosthonoua & Vaes. Conatnrtlnuu Sts. | J- Floor) Atoars^^^ SA 
T«1 (301) 720021a (301) 72D02SB. (301) 7260506 and Fu ( WU 
. (Ml. Papartonbfcdto and Mrs AnagnoMcpoUoul 


# 


p :; 

foi'kit h 


NOTE The AriM v eprdrrf Wb- « I 
if^naiff A 




\ 











m* tL. . 


^ - 


/ 

m 

1 




i 


» r : -rv 

rrr- 

i 





^ • ■ y_ ^ ^ j 


; **. :m 


QUftt^i' 



ii 


“m Ui| 


■A - 


/>,- 
s "'“* ... . 

’if J tf - . . 

:<- - 







■■.•» * 
■ 

S’l 




• :• » 


. i > _ _ 


•» mW lm" f 

* 


r . 


•»■ ii 


*-* • .>»■ 


r • f . 

- Ilu. . 


II !-Ji <- 


’ * V 




■ . v 

'". : W 

•'V’li 




l-Uiii'i:: 


Qm 


fT ^'a by i! 


!nves tments 


y * 


" ■> 


■>?-= 


■ =r- 


r . 


V: 


. V' 


. t 


- ..*■*" 


ar^j.-.r 


*, TtNOERS 


0.' v . T^r.-“ ‘ ^ 


v/b ■- ■■ 

-f- 4-- >'■•• 


• i 


FINANCIAL. TIMES 


■Thursday November 19 J998 


i*> 




■ ■ ■■■ 


'•MMMN. 


' *»fl »■■•■•>■■■■«« WM»U ■ 


# 


IWTERWET BROADBAND DATABAS E CREATED 

3Com plans 

high-speed 
access on PCs 


By Roger Taylor to las Vegas 

3Com, the leading 
manufacturer of computer 
modems, is drawing up plan* 
to bring simple “plug-and- 
play” high-speed internet 
access to the personal com- 
puter market 
The co mpa ny has worked 
with cable TV companies 
and telephone c ampani l to 
create & database of avail- 
able broadband internet 
access services in the US. 
^.These services allow com- 
1 1 "paters to connect to the 
internet at speeds between 
SO and 300 times faster than 
most modems used today. 

3Com plans to make the 
database available to direct 
computer sales companies so 
that, when customers cpn. 
they can instantly establish 
whether there is a 
high-speed internet service 
in their area. They will then 
be able to instal the appro- 
priate modems and software 
before shipping the com- 
puter. The aim is to ensure 
that the buyer need do little 
more than plug the com- 
puter in to get high-speed 
access to the internet 
The news comes Just days 
after Compaq, the largest 
y. manufacturer of PCs in the 
^world. announced that it 
v would sell PCs with 


high-speed DSL for 

as little as $1£98. 

Analysts say broadband 
access to consumers will 
transform the popularity and 

usefulness of the 

John Doerr, the technol- 
ogy venture capitalist, 
recently said wi descale 
broadband internet access 
was one of the most impor- 
tant technological moves of 
1989, saying mist people did 
not grasp the impact it 
would have. He said internet 
use doubled in with 

broadband access. 

William Markey, director 
of 3Com’s cable mndpm busi- 
ness said that broadband 
access would make “surfing 
the internet became as easy 
as switching TV channels'*. 

Broadband will also 
greatly improve the trans- 
mission of sound and video 
over the internet 

3Com is using its da-tehas* 
of broadband services to pro- 
mote its new cable modem 
and DSL modem to com- 
puter makers. The database 
will also include information 
from SCom’s customer data- 
base, allowing cable TV and 
telephone companies to iden- 
tify which of their customers 
already use a standard 
modem and are therefore 
likely to want to upgrade to 
the new service. 


Competition 
watchdog puts 
brakes on UBS 


‘f 


By wnam Hal to Zorich 
and Clay Hants In London 

Efforts by UBS, the Swiss 
banking group, to achieve 
rapid cost savings by ration- 
alising its domestic retail 
network have been threat- 
Jfoed by _ the Swiss. Compete 
■Son Commission, which is 
concerned about the closure 
and mer ger of branches ear- 
marked for sale to possible 
competitors. 

The competition watchdog 
has ordered UBS to halt fur- 
ther closures or mergers 
involving 25 branches that 
have to be sold as a condi- 
tion of the official approval 
of Its merger with Swiss 
Bank Corporation. It has 
also ordered the bank to 
reverse measures which 
might affect the future via- 
bility of the branches 
involved. 

The authorities want to 
use the sale to encourage the 
creation of a strong competi- 
tor. They hope the branches, 
widely spread throughout 
the country, will be sold as a 
single unit and provide a 
basic network for a new 
entrant or help a smaller 
bank to strengthen its posi- 
tion. But Deutsche Bank, 
once considered a likely pur- 
chaser, has signalled it is not 


The branches are supposed 
to have a well-established 
retail hawking client base. 
However, rationalisation of 


the UBS network means that 
clients are already being 
transferred to other 
branches and computer 
systems are being inte- 
grated. 

UBS is expected to chal- 
lenge the decision. It said 

WflS t airing 

place by region and, in view 
of the year 2000 technology 
Issue, could not be post- 
poned. 

-• UBS told shareholders 
tins week that it remained 
committed to investment 
banking, underlining the 
"strategic importance” of 
increasingly important links 
between - Warburg Dillon 
Read and the group's private 
hanking activities. 

The statement indicates 
that the-intemal debate over 
WDR, which reached its 
height after UBS announced 
a SFr950m (*692m) charge 
relating to Long Term Capi- 
tal Management, has been 
resolved for now in favour of 
the status quo. 

UBS, however, also sig- 
nalled the imposition of 
tighter controls at WDR and 
left open the possibility of 
cost cuts and the withdrawal 
from some activities. 

WDR was reviewing busi- 
nesses to “ensure focus on 
its core competencies and 
the efficient allocation 
of financial, personnel 
and infrastructural 
resources based on rigorous 

criteria". 


Panama power 
arms fetch $30 lm 


By Emma Griffiths 

In Panama CRy 




Enron, AES Corporation, 
Hydro-Quebec and Coastal 

Power have agreed to pay 
pwim for stakes in Pana- 
ma's four electricity gsnerair 
fog companies. The compa- 
nies were formed surlier this 
year after being split from 
Panama's state . power 

company. 

Just four bidders took part 
in yesterday's sale out of 26 
pre-qualifiers, but the win- 
ning bids were comfortably 
above the government's 
reserve price of $206m. The 
sell-off completes Panama’s 
electricity privatisation. 

Stakes in the three distri- 
bution companies were sold 
in September to Union Sen- 
osa and Constellation Power 
also for $S 0 im- Transmission 

will remain in the hands of 

the state. ... 

Enron of the US will 

extend its influence in the 
region by paying .S 9 ?™ fora 
Si per cent stake in the ther- 
mal generator Bahia las 
Minas. It already has inter- 
ests in Guatemala,- Nieara- 
giia p Puerto Rico and 
Dominican Republic 
David Hang. Enron man- 
aging director, said: “We are 


very impressed by the 
of Panama's econ- 
omy and its prospects. We 
see the opportunity to invest 
in this plant to make it 
cleaner and more efficient 
■which is exactly the kind of 
we looked for.” Mr 
Hang 1 said Enron would be 
Investing 380m is the plant 
in the next year in addition 
to the purchase price. 

In a joint bid with Coastal 
Power of the US, Hydro- 
Qnebec of Canada will pay 
yn »m for a 49 per cent stake 
linked with management 
control of Fortune, the larg- 
est of the generators. Hydro- 
Quebec already runs genera- 
tors in Costa Rica and Haiti 
with other power interests In 
Mexico. 

AES Corporation, also of 
the US, agreed to pay gSLTm 
for the same stake in the 
other two hydro-electric 
ChiriqUl and Bayano. 

Reyaz Ahmad, of the Inter- 
national Finance Corpora- 
tion which advised on the 
sale, said: “If you look at the 
aggregate value that's been 
generated, both in the distri- 
bution and the generation 
and including the transfer of 
debt then you’re looking at 
roughly *l.3bn which tea 
very satisfactory, outcome. 
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Italy hopes new brooms will calm its corporate giants 


Franco Bemabe and Vittorio Mincato face 
great expectations in their new posts at 
Telecom Italia and Eni, writes Paul Betts 


T he boards of Telecom 
Italia and Eni, Italy’s 
two largest companies In 
terms of stock market capi- 
talisation, are today set to 
appoint new chief executives 
with a view to restoring sta- 
bility at the troubled tele- 
communications group white 
ensuring continuity at the 
cfl and gas conglomerate. 

In the most significant top 
management shake-up in the 


country’s recent corporate 
history. Franco Beraabfi, 
Em's chief executive, is to 
take over at Telecom Italia 
and is expected to be 
replaced at the hehn of Eni 
by Vittorio Mincato, head of 
the oil group's chemical 
operations. 

Mr Bernab6 is regarded as 
one of Italy’s top corporate 
turnround men. When news 
of his iwimiwffnt move was 
leaked last week Telecom 
Italia shares rose 5 per cent, 
an eloquent indication of the 
relief of investors that 
finally a solution had been 
found to the company's 
deepening problems. 

The 50-year-old railway 
worker’s son will be taking 
over at Telecom Italia at a 
time when the company’s 


external credibility is rock 
bottom and internal morale 
is at an all time low. 

Massimo D’Alema, the Ital- 
ian prime minister, has 
already given his formal 
blessing to the management 
reshuffle, reflecting the 
importance the government 
a tt aches to a rapid resolu- 
tion of tiie crisis - some 
would say “corporate soap 
opera” - at Telecom Italia. 

As an economist. Mr Ber- 
nabfi worked at the Organi- 
sation of Economic Co-opera- 
tion and Development 
(OECD) In Paris and spent a 
stint at Fiat, where he was 
at one time tipped to bead 
Italy’s other corporate 
heavyweight. He subse- 
quently joined Eni where he 
led the ofl group's recovery. 

Telecom Italia has lacked 
stable top management for 
nearly two years, after a 
rapid succession of chairmen 
and managers. Its privatisa- 
tion - “the mother of all pri- 
vatisations” it was dubbed - 
was hasty and ill-conceived, 
and there has been no cohe- 
sion among new private core 
shareholders. 

Mr Bernabe wfl] not have 
an easy task; nor is he guar- 



ft a ico Bamabkomaf 


an teed to succeed. But there 
are some similarities to his 
appointment in 1992 as Eni’s 
chief executive. The oil 
group was at the time in dis- 
array. Caught up as one of 
the lead players in the tan- 
geruopoK political corruption 
scandal, morale plummeted. 

Mr Serrate, who said at 
the time he was like a father 
who discovered his children 
were all heroin addicts, set 
about a sweeping and suc- 
cessful restructuring. He 
sacked executives and refo- 


cused the group, master- 
minding the sale of four suc- 
cessive tranches of the 
state’s shares in the com- 
pany, and even in the cur- 
rent difficult low oil price 
environment managing to 
continue churning out 
strong earnings. 

Mr Be mab£’s new appoint- 
ment is understood to have 
led to an internal power 
struggle among Telecom 
Italia shareholders. A group 
close to Mediobanca, the 
Milan investment bank 


struggling to maintain its 
waning hold on Italian 
finance and blue-chip indus- 
try, had pressed for a candi- 
date - Stefano Meloni of the 
Eridiana-Beghin Say agri- 
business - close to its fold. 

But it was outgunned by 
the combination of the Fiat 
Agnelli family, the Treasury 
and other important share- 
holders such as Alessandro 
Profumo, chief executive of 
the Unicredito banking 
group and a leading member 
of the Telecom Italia com- 
mittee to search for a new 
chief executive. 

Apart from the task uf 
restoring morale and credi- 
bility to the group. Mr Bt?r- 
nabe will also inherit a 
string of unresolved prob- 
lems at Telecom Italia. 
These include future inter- 
national alliances after the 
collapse first of an ill-fated 
strategic partnership with 
AT&T of the US, and then 
with the UK's Cable and 
Wireless. 

Telecom analysts yester 
day said he would have to 
decide whether to opt for a 
“mega global alliance** >>r 
pursue the company's exist- 
ing strategy of sectorial 
or product-based partner- 
ships. 

Telecom Italia will also 
have to define its new multi- 
media strategy in which it 


|KiUUC 
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has already invested about 
Li.ooobn tsaor.smi not to 
mention the future of its 
Italian fibre-optic "Socrate" 
cabling programme that lias 
absorbed so far nearly 
Lt.onubn of investments and 
its controversial cordless 
phone system called Dccl 
r Mincato's appoint- 
ment to replace Mr 
Birnrte is still .1 deli- 
cate issue in that Eni. 57 per 
cent owned by the gnvern- 
ment. is having to navigate a 
difficult course m the 
depressed international oil 
market at the same time a* 
bracing itself for the liberal- 
isation of (he domestic g.is 
market - a traditional cash 
row for the Italian company. 

Mr Mincato would (lank 
Gughelnio Muscat U, Em's 
chairman, an experienced 
internntiunal ml man who 
formerly headed Agip, the 
company's mam petroleum 
subsidiary. 

Although there were some 
Last-minute attempts to seek 
a company outsider to 
replace Mr Born.ibe. these 
manoeuvres against an 
internal solution appeared to 
have faded yesterday, espe- 
cially since the arrival of an 
outsider risked unsettling 
the company and provoking 
internal strife. 
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new horizons 



Hie euro dawns, bringing the biggest 
transformation to global financial markets in 
our lifetime. Major investors, corporates and 
financial institutions turn to Deutsche Bank as 
a knowledgeable and trusted partner to help 
them profit from new opportunities - and avoid 
the pitfalls in a rapidly changing environment. 

Euromoney has awarded Deutsche Bank 
Best Bank in the euro zone” and "Best Bank 
in Western Europe". We listen to your needs 
and risk preferences and provide innovative 
and profitable solutions - using our breadth 
of experience backed up by our powerful 

balance sheet. 

Whether your interests are financing or 
investments in the debt or equity markets, 
strategic or risk management advice or 
consolidation of financial activities, 

Deutsche Bank covers the full spectrum 
of your global financial needs. 

Think euro, think Deutsche Bank. 




Issued by Deutsche Bank AG, 

regulated fay SFA lor the conduct of Investment business in the LTIC. 
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Busy check-outs on main street outshine online retailers 


Internet retailers have yet to match traditional stores in terms of 
purchases and marketing costs, writes Richard Tomkins 

U S retailers have been Retail Federation says that, retailers' revenues for the 
reporting mixed results in spite of the economic full year would reach $13bn, 

their third quarter uncertainty created by or 0-5 per cent of US retail 

to Oc tober, but are looking global financial crisis and sales - more than most 

forward to strong sales in steep falls in stock prices, other recent studies have 

the crucial Thanksgiving to the last quarter bad been predicted. 

Christmas period - espe- much better than many ana- However, the report also 
claDy after Tuesday's cut in lysts had predicted. Indicated the limita tions of 

interest rates. “Retail sales for last internet retailing. 

Some 90 per cent of these 


Tidings of comfort and Joy 


CJ 5C£li!* T 
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interest rates. 

“Everything is pointing 



more of its existing discount 
stores to Supercenters, sell- 
ing food as well as general 
merchandise. 

Other discount retailers 
did well, too. Kmart, Wal- 
Mart’s struggling rival, man- 
aged to improve on the prior 
year’s meagre profit, and the 
Target division of Dayton 
Hudson showed a double* 
digit pre-tax profit increase. 


Chambers of 
commerce start 
internet service . 


Third quarter results 


By WffiRam Lewis In Hew York 

A new online Internet-based 
service, aiming to link busi- 
nesses around the world 
which want to trade with 


an Internet service set up by 
chambers of comm ere eg 
groups from around the,, 
world, including the Interna-; 
tional Chamber of Com-* 
merce and the Pans Cham-^ 


Company 

Sales (Sim) 
1997 1996 

% 

change 

Nat punt {tety.Sm 
1997 1996 
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CnartgD 

Wal-Mart Stores 

33J5 

38S 

16 

1,009 

792 

27 

Sears Roebuck 

9-7 

93 

0 

44 

363 

-88 

Bonn Depot 

7J 

&2 

24 

392 

236 

« 

Kmart 

7JE 

73 

4 

38 

IB 

in 
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73 

7 A 
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65 
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7J3 
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10 
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TPSA gains 

as flotation 
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#s completed 
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By Vincent Boland fn London 
and Christopher BobtoskI 
in Warsaw 
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To; coasters 


Shares in Telekomunikacja 
Polska SA (TPSA), Poland's 
national telecommunications 
operator, jumped 11.2 per 
cent when trading began on 
the Warsaw stock exchange 
yesterday as the biggest 
stock market Dotation In 
central Europe was com- 
pleted. 

The shares had been 
offered to institutional inves- 
tors In Poland in a global 
■ggerlng at 15.2 zlotys each 
they ended a hectic trad- 
ing session at 16.9. zlotys. 
The opening-day premium 
was slightly above expecta- 
tions and went ageing* the 
trend on the Warsaw bourse, 
which closed l per cent 
lower. 

At the offer price, TPSA 
was valued at $6.8bn, mak- 
ing it the largest company 
on the Warsaw exchange 
and raising the total market 
value of all Polish listed 
stocks by 50 per cent to 
$20bn. 

It also marks Poland’s 
largest initial public offer- 
ing, eclipsing that of the 
KGHM mining group in 1996. 

TPSA’s global depository 
receipts, sold to Interna- 
tional investors in the offer- 
(§g, comprise the biggest 
GDR issue on the London 
stock exchange and raised 
nearly $7D0m for the Polish 
government. 

Among the international 
investors to take a stake in 
TPSA was the European 
Bank for Reconstruction and 


Development, which said 
yesterday it had bought 8.1 
per c ent of the total offer, 
giving it a LZi per cent stake 
in the company. The hanfc 
said it would remain an 
active minority investor to 
support the company's 
restructuring efforts. 

The flotation of 15 per cent 
of TPSA. which was 
arranged by Schroders, the 
London-based, investment 
bank, paves the way for the 
s eco nd stage of its privatisa- 
tion next year, when a stake 
of up to 35 per cent is expec- 
ted to be sold to a strategic 
investor. 

The IPO also caps a year 
of heavy telecoms transac- 
tions in the equity new 
issues market, which has 
seen the flotation of France 
Telecom and Sonera of Fin- 
land and a series of second- 
ary offerings in the sector. 
Its listing suggests demand 
for telecoms stocks, even 
from otherwise bard-hit 
emerging markets, remains 
strong because of the sec- 
tor's growth potential. 

The company made a 
profit of 713m zlotys 
(5205.6m) in the first nine 
months of this year on reve- 
nues of 7.4bn zlotys, and it 
faces huge infrastructure 
spending costs over the next 
few years as it seeks to 
increase telephone density 
in Poland from its current 
level of 20 lines per 100 
people. 

TPSA will also lose its 
monopoly position next year 
as a supplier of long distance 
telephone links and of inter- 
national calls in 2003. 


at odds over New merger talk 


future profits 


lifts drug groups 




. h 

k 



i 


By David Oaten in Paris 

Shares of Sanofi and 
Synth&labo surged yesterday 
on. a revival of rumours that 
fo French pfiannaceuti- 
groups were planning to 
merge. 

Sanofi closed up FFr39, or 
4.1 per. cent, at FFr999, and 
S ynthHah o -up FFr32, or 3.0 
per cent at FFH.,110. This 
compared with a 0.3 per cent 
advance for the benchmark 
CAC 40 index. 

Sanofi, with 1967 tur n ove r 
of FFr25.7bn (54.6bn) is the 
second-largest French phar- 
maceuticals group. Synthfl- 
abo, with 1997 sales of 
FFrll.7bn, is the third big- 
gest. 

A report in Le Figaro, the 
French daily newspaper, 
suggested the two groups 
-were studying moving their 
■pharmaceuticals assets into 
'a new holding company. It 
indicated this would be 
owned about 36 per cent by 
Elf Aquitaine, the oil group 
which is Sanafi's majority 
shareholder, and about 20 
per cent by L’Or§al. the cos- 
metics group which plays 
the same role at Syntheiaba. 

Neither Sanofi nor Synth- 
eiabo would co mm ent on 
yesterday’s rumours, which 
stemmed from the newspa- 
per report 

Such a deal would create a 
more powerful French par- 
ticipant in the fast-consoli- 
dating world pharmaceuti- 


cals sector. It would also 
comply with the wishes of 
Jean-Franpois Dehecq, the 
Sanofi chairman, to join 
forces with another company 
of similar size rather than be 
swallowed by an industry 
giant 

However, analysts warned 
that a tie-up could he nega- 
tive for shareholders. This 
was because both shares 
were trading at high price/ 
earnings multiples, whereas 
the speculative froth would 
disappear after any merger 
announcement 

Analysts also warned that 
a tie-up between the two 
would be unattractive from a 
geographical perspective. It 
would not significantly 
enhance the muscle of either 
group in the important US 
market, while putting the 
onus on managers to look 
for cost savings in France - 
a country where these are 
notoriously difficult to 
achieve quickly. 

“On paper, it is not very 
exciting." said Philippe 
Cottet. an analyst with 
Credit Lyonnais Securities 
in Paris. 

Philippe Jaffri, Elf 
Aquitaine chairman, 
confirmed in September that 
oil group would still 
welcome a tie-up between 
Sanofi and another 
pharmaceuticals company. It 
first indicated it was ready 
to sell part of Its holding as 
long ago as December 1996. 


SEB joins Baltic 
banking alliance 


•• 



SEB, the Swedish bank, 
^yesterday took minority 
' ^stakes in a Baltic alliance 
covering Estonia. Latvia and 
potentially Lithuania, Reu- 
ters reports from Stock- 
holm. 

. In the latest bout of finan- 
cial restructuring sweeping 
the Nordic region, SEB said 
it was taking a 32 per cent 
stake is Estonia's Uhispank 
and a 36 per cent stake in 
Latvia's Unibanka. It said it 
was also holding talks with 
Lithuania's Vilniaus Bank - 
which has been developing a 
Baltic partnership with the 
other two — and that deci- 
sion was expected in weeks. 
Vilniaus said a strategic 
stake of more than 25 per 
cent was under discussion. 

All three of the Baltic 
hnfrfcg rank second in 'Q wSr 
v home countries. The wm- 

f Kned investment for SEB so 

for. through a combi nation 
<rf share issues and convert- 
ible subordinated loan*, was. 
SKrSOOm (599.4m). “These 
partnerships arefoliBe 
our- strategy to develop seb 
into the leading financial- 
services institution in North- 
ern Europe, which includes 


the Baltic countries,” said 
Lars Thunnell, SEB presi- 
dent and chief executive. 

Analysts were divided on 
whether the move, which fol- 
lows a thwarted hid by SEB 
for Hansapank. Estonia’s 
biggest bank, could speed up 
a merger between the three 
Baltic banks. 

SEB said it was not plan- 
ning to raise its stake in the 
two b aw i tH and had no plans 
to merge the three. But Lat- 
via’s Umbanka said the deal 
was a step towards a merger. 

The acquisition was a 
cm pii one for SEB. whose 
market capitalisation is 
SKr62bh. The low price 
reflected the banks * exp o- 
sure to Russia, an important 
Baltic trading partner. SEB 
said the acquisition would 
be slightly positive for its 
opines per share ratio. 

Tbe announcement follows 
a i<mg battle for control of 
Estonia's Hansapank, which 
ggR lost in September to its 
Swedish rival, Swedbank. 
. t jigt week. Sweden’s Han- 
delsbanken lost its bid for 
Norway's Fokus Bank to an 
from Denmark s. Den 

Danske Bank. 
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Dutch software group seeks a way back from hard times 

Baan Company is responding to investor concerns after a slump in the share price, write Gordon Cramb and Christopher Price 

m 


hen Tom Tinsley was 
appointed chairman 
Baan Company in 
July, the Dutch group, 
which develops business 
software, pledged a clearer 
corporate structure and 
closer attention to investors’ 

concerns. 

An 80 per cent slump in 
the share price of Baan over 
the past seven months, how- 
ever, compounded by a 
recent profit warning and 
restructuring, reflects inves- 
tors’ doubts that this can be 
achieved. 

Yesterday, the gloom deep- 
ened as Baan’s shares 
slumped FI <L30 to F12L10. 

Baan specialises in com- 
plex business software called 
enterprise resource planning 
(EBP) systems, a market 
estimated by AMR Research 
to be worth 5l4.£bn this 
year, and forecast to grow at 
a compound annual growth 
rate of 37 per cent over the 
next five years, reaching 
S52bn by 2002. 

Jan Baan, one of the 
group's two founders, con- 
firmed the healthy trading 
conditions earlier this year, 
forecasting that Baan would 
continue to outpace the mar- 
ket, whose growth he put at 
between 40 and 50 per cent a 
year. Indeed, SAP and Ora- 


cle, two of Baan’s competi- 
tors. have both delivered 
strong results recently. 

So what has gone wrong 
for Baan? 

The former star of the 
Amsterdam and Nasdaq 
stock markets blamed its 
profit warning in part on the 

global economic downturn 

affecting purchasing deci- 
sions by its customers. 

With the average Baan 
ERP order costing 5160,000, 
concern over the economic 
outlook has prompted post- 
ponement of orders, accord- 
ing to the company. 

When Mr Tinsley, a former 
McKinsey consultant, took 
over, the shares were 
already down to FI 77. 

The FU7.30 worst price of 
a month ago followed a 
warning that dozens oF sig- 
nificant orders had failed to 
materialise, and that no 
dear improvement could be 
expected next year. 

Baan said the mfllenniom 
problem affecting computers 
meant potential customers 
were postponing commit- 
ments while fixing their 
existing systems. 

It was for these reasons 
Baan said third-quarter net 
losses amounted to $31. 7m. 
compared with earnings of 
518.3m in the same period of 


Baan: questions as performance sags 

Ifet income (Sni) 
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1997. However, analysts 
point to more fundamental 
reasons for investor disquiet 
at Baan. Chief among these 
are its shareholding struc- 
ture, and how to manage the 
group after a period of 
strong growth. 

Baan has been run by the 
two founding brothers, Paul 
and Jan Baan, since the 
1970s. Paul also beads Baan 
Investments, recently 
renamed Vanenburg Ven- 
tures, which controls a large 
minority of Baan stock. 

Investor concern over this 
was one of the reasons for 
Mr Tinsley becoming chair- 
man and the two brothers 
moving to non-executive 


roles. However, Mr Tinsley's 
move awaits ratification by 
shareholders. They had been 
promised an extraordinary 
meeting this autumn. 

Institutions objected at the 
annual meeting to Baan's 
opaque arrangements with 
related resellers of its prod- 
ucts. 

The Baan brothers, though 
less involved, officially 
retain their directorships. 
The company expects fur- 
ther changes to take place at 
□ext spring's annual meet- 
ing. 

There were also worries 
over the direction of a group 
seen increasingly as 
unwieldy and unfocused fol- 


98 MW 


lowing its rapid growth, 
partly from acquisitions. 

“Baan has become an 
organisation with separate 
sales forces for separate 
un integrated products," says 
John Delbridgt- of Salomon 
Smith Barney in New York. 
He notes that operating 
expenses last quarter rose 
57 per cent to Slalm, against 
a 13 per cent rise in revenues 
to S]95m. 

Acknowledging this, the 
company said job cuts 
among its 6,000 workforce 
would fail largely in sales 
and marketing, where it 
employs up to 2.800. The 
move will see Bonn try iu 
focus its sales force around 


more integrated products. 

This streamlining will be 
helped by a tie-up agreed 
last month with Microsoft, 
producing a package deal for 
software that businesses 
might otherwise need to 
assemble from up to five sep- 
arate sources. Mr Tinsley 
expects this to generate os 
much as 40 per cent of 
Boon's licensing revenue in 
future years 

Ron Belt, analyst at ABN 
Amro in Amsterdam, sajs 
Boon's restructuring cumcs 
at a time when the GRP mar- 
ket is changing rapidly. 

“This sort of soft ware used 
to be bought in bulk, but 
now people are buying 
smaller and expanding 
later.- 

F or institutions, the other 
core issue still to be 
addressed is the prom- 
ised strengthening of the 
supervisory board. Mr Tin- 
sley says: “We do need to. 
and wo are gmng to." 

Along with that, manage- 
ment has to see through the 
job cuts programme, 
addressing the bottom line 
while refreshing its product 
range. 

Analysts believe the next 
two quarters will be crucial 
to Bi mu’s recovery. 
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Orders received up 14% 
Slight decrease in sales 
Improvement in both operating 

margin and net income 

on a comparable basis 


+ 14 % {jpro jama) 

OPERATING INCOME 

+ 8 % (proforma) 

NET INCOME 


m 


0 (proforma) 


ALSTOM is a world leading 
supplier of components, 
systems and services to 
the world’s infrastructure 


and i 


markets. 


Through its 110,000 employees in 
more than 60 countries, ALSTOM 
has a significant presence in : 

• Energy 

• Transmission & Distribution 

• Rail Transport 
« industry 

• Marine 

■ 

• local Contracting 


Strengthening of Order Book 

The significant increase in orders received during First Half 1998/99 
will make it possible for the Company to maintain the high order 
intake recorded in 1397/98. On a comparable basis, sales decreased 
slightly as a direct result of the low level of orders received during 
1996/97 and the first signs of a slowdown in the Company's short- 
cycle activities The level of orders received by each Sector remained 
stable or increased. 

* Geographical Redeployment 

in geographic terms, both orders and sales showed a strong increase 
in the Americas (particularly the USA), in Middle East / Africa and, 
to a lesser extent, in Europe which more than offsets the slowdown 
observed in Asia-ftcific. 

This is the result of the integration of Cegelec and ALSTOM’S 
commercial flexibility which has allowed the Company to 
anticipate the consequences of the Asian crisis. 

* Improvement in Operating Income and Margin 

Operating Income amounted to 290 MECU, an increase of more 
than 89b on a comparable basts (224b on an actual basis). 

Indeed, in line with the objectives presented during the IPO 
the Operating Margin (4.6%) showed the first signs of improvement 
compared to the Full Year pro forma 1997/98 result (42%) 
which incorporated Cegelec. 

The Increase in Operating Income is primarily due to the first positive 
results of STRETCH 30, the Company's sourcing cost reduction 
programme, launched one year ago. This Programme 
will result in cast savings of around 180 MECU this year. 

The Company continues to follow its policy of on-going 
restrucbmng and during the first Half, (excluding acquisitions / disposals] 
Company headcount has been reduced by 5 000 employees. 

finally, the integration of Cegeiec is running ahead of schedule. 

* Improvement in Net Income 

Net income before minority interests grew to 120 MECU an increase 
of more than 15Wb compared to the pro forma Net Income of First 
Half 1997/98. Following the acquisition of Cegelec, amortisation of 
goodwill amounted to 56 MECU. financial income remained positive 
despite a level of debt that stood at 283 MECU at 30 September 
1998, mainly due to an increase in working capital requirements 


* Mid-tenn Tzy«st Conflrrwed 

Alt of the above should lead to an increase in both Operating 
Income and Net Income. 

In the longer rerm, it is likely that order intake in 1999/00 and 
2000/01 will be affected by a slowdown in short-cycle orders and 
of a (eduction in the number of new tenders for large projects, 
particularly in Asia. 

However, actions already in progress - increased scope of the 
STRETCH 30 sourcing programme, launch of a second programme, 
QUALITY FOCUS focusing on quality issues, continuing restructuring 
actions worldwide and the acceleration of the integration of 
CCgefec - should allow us to protect and strengllien the Company’s 
future Operating Margin. 

KEY FIGURES 


(a ECU 

1 _ -ri 

m noons 

Fro Katf 
19909* 

Firs* Half 1998/1999 

pro farm Artkpl % 

Orders 


6.396 

14% 

I 4.797 

S2% 

Ntc Safas 

6354 

M86 

-2% 

S.027 

76% 

Operant* 
Income , 

290 

269 

B% 

238 

27% 

Operating 

rbrgm , 

v 4j6S5 

4.1% 

N/A , 

4.75. 

N/A 

N« Income | 

. 120 ‘ 

<04 

15" 

<37 

-12% 

Einunc 

Per Share 

AM - 

■ 

0.49 

15% 

N/A 
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BREAKDOWN BY 5ECTOB 


In ECU 
Mtions 

Orders Received 

First half ended September 30. 

Sales 

First half ended September 30 

I998/I99Q 

1997// 998 

1998/1999 

1997.1998 

Eraxjr 

1591 

1564 

1.381 

1.665 

Trensmouan 
& Distribution 

1JU7 

. IJD12 

1.080 

IJQSO 

Transport 

1.748 

i'5» 

U53 

1.180 

fadusxna) 
ft lianne 

1.063 

- 67f 

■ 

■ ._ _ _ 

806 

1573 

Others 

106 

u • 

■ ■ ■■ 

62 

59 

Sub Toed 

5,637 

■ 4.797 

4.662 

SJD27 

Ctcekc 

1.631 

1501 . 

■ _ _ ■■ ■ ■ 

1.672 

’ lf460 • 

TOTAL 

7,266 

: -WW 

6554 

MSB 


I. The “pro farms" reuics 1997/98 are fee consafttbce4 acceuna of fee former GEC AL5TH0H 
idfattd (o incUe ihe xquuaca erf Ccgdcc*(to fopnemt of an w nmfan cfatdwid m G6C 

and Aloud and fee qpttaJ wpfec mocawd wife fee TO Dcob of fern accounts are given m 
fee BO doomma. 

iBodi Fen HiNjnfFJIcsr 1997^8 - AcaoT refer to dir c cm oE dj tcd ireowa cf the fanner 

gecalsthom. 

3 The pro fa™ tm emrg per store tor iJWtt b ofabutf on fee turn cd eta pro fcm net 
mom Ad of die number oi ji 30 September 1 998 ie 213 b?8 403. 
t c han g e rmc.Roi Hal >997/98 I FF - CUSH ECU 



Commenting the refute presented to the Board on 16 November 1998, Ptene B3ger t Chairman and Chief Executive Officer of ALSTOM stated : 
“We are pleased to announce that ALSTOM’s resu/ts for the First Half 1 998(99 are in line with the objectives presented at the time of the IPO. Indeed, these 
objectives are reconfirmed by the strengthening of ALSTOM's order book and improvement in both the operating margin and net income. 

Obviously, the current downturn in the world economy could lead to a decrease in the level of orders received during the next two financial years when compa- 
red to the high level achieved in 1997(98 and that envisaged for Full Year 1 998(99. But the Company is preparing itself for such an eventuality by reinforcing 
and accelerating its cost reduction programme in order to protect and strengthen its operating margin and is confident that it will achieve continuing progress" 


\ 

fw 
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INVESTOR RELATIONS 

Copies of ALSTOM’s interim report and press release 
are available at ALSTOM UK Ud Devon House, 
DemaUth Steel SW1H9BL -LONDON 
and on ALSTOM’s web site http://www.alsfcjm.coni 
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Judging shifts in sentiment is critical to success in the global equity markets. Goldman Sachs also recently lead-managed a US$2.2 billion simultaneous 

Since September 1st, despite market turbulence, Goldman Sachs has executed common stock and convertible offering for Royal Ahold, the international 

US$23.7 billion of marketed common stock block trades and hybrid equity food retailer; and a US$709 million follow-on offering for Medtronic, the 
for clients in the United States, Europe, Asia and Japan. On October 1 2th, world's largest medical device company. Our global resources and market 
we completed the largest global equity offering in history, US$ 1 8.4 billion expertise give us unparalleled insight into market sentiment enabling us to 
for NTT DoCoMo, the world's largest cellular operator That same week access windows of opportunity for our clients. From hybrid equity to straight 

we executed a US$788 million offering of Wells Fargo common stock common stock to capitalise on the shifting currents, turn to Goldman Sachs. 


Go.'ci'p. v 



1 * ; ■ 

' < : * u . . • 












— V , . . 

_ » . 

^ ■ - 


rt**; ii&,« . 


t 





FINANCIAL TIMES THURSDAY NOVEMBER 19 1998 ★ 


These securities have riot been registered under the Securities Act of 1933 and may not be offered or sold in the United States except 

in accordance with the resale restrictions applicable thereto. These securities having been previously 

sold, this announcement appears as a matter of record only. 
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NTT Mobile Communications Network, Inc. 

¥ 2 , 125 , 500 , 000,000 

(Equivalent to U.S. $1 8,378,928,924) 

■ 

Global Offering 

of 

545,000 Shares of Common Stock 

in the form of Shares or American Depositary Shares 

of which 

218,000 Shares were sold by Nippon Telegraph and Telephone Corporation 


Joint Global Coordinators and Joint Bookrunners 


The Nikko Securities Co., Ltd. 


Goldman Sachs International 


International Offering 

98,100 Shares 

This portion of the offering was offered outside the United States, Canada and Japan by the undersigned. 


Nikko Europe Pic 

Daiwa Europe Limited 
Nomura International 

ABN AMRO Rothschild 

a 

ING Barings 


Deutsche Bank 


Paribas 


Goldman Sachs International 

Dresdner Kleinwort Benson 
Warburg Dillon Read 

HSBC Investment Banking 
Robert Fleming & Co. Limited 


United States Offering 

65,400 Shares 

This portion of the offering was offered by the undersigned 

in the United States pursuant to Rule 144A under the Securities Act of 1933 and in Canada pursuant to Regulation S. 


Goldman, Sachs & Co 


Merrill Lynch & Co. 


The Nikko Securities Co. International, inc. 


Morgan Stanley Dean Witter 


Salomon Smith Barney 



Japanese Retail and Corporate Offering 

245,250 Shares 

This portion of the offering was offered to retail and corporate investors in Japan by a group of underwriters lead managed by the undersigned. 

The Nikko Securities Co., Ltd. 



Japanese institutional Offering 

136,250 Shares 

This portion of the offering was offered to institutional investors in Japan by a group of underwriters jointly lead managed by the undersigned. 


The Nikko Securities Co., Ltd. 


Goldman Sachs (Japan) Ltd 


November 1998 
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RETAILERS DIFFIC ULT CHRISTMAS TRADING PERIOD EXPECTED 
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Safeway falls 18 % and wards of slowdown 


COMMENT 


Safeway 


HoKnger inenta last month from J will not be a great Christ- Mr Smith said the underly- Mr Smith also said there will be difficult for them ^ 

‘ Salnsbury, the UK's second mas. but it will not be helir tng sales growth showed was no sign of a sales next year, against the strong Last year, Safeway was In 

Safeway, the UK’s fourth largest food retailer, that said one analyst that Safeway was signifi- decline following the with- volumes achieved on the the doghouse. Disappoint- 

l^rgest food r et ai le r, yester- consumers were showing Safeway was confident cantly outperforming the drawn! of Safeway’s loyalty back of their promotions." ment at its failure to merge 

toy sounded a warning note signs of trading down- that it was well positioned industry by almost 2 per- promotion, which gave cus- The group reported pre-tax with Asda was compounded 

over expectations for Christ- The statements have for Christmas. The group centage points, although the . tomers more bonus points to profits down from £22&8m to by a profits wa rning - Yester- 

mas in the normally resilient fuelled fears that the food reported better than expec- increase was compared with j redeem for products, depend- £187. 4m for the 28 weeks to day’s news was a 

food sector, as it reported an sector may be less resilient ted current sales growth oF a relatively low base last . tng on the level of spending. October 10, on overall sales 7 image: profits down, expecta- 

jfl per cent drop in firet-half in the face of the current about S per cent on a like- year. Analysts were less opti- per cent ahead to E357bn. tkms up. Or are they? There 

profits. consumer slowdown than it for-like basis for the last five "We are running at a real- xnistic that Safeway would Mr Smith said the profits was no rushing to upgrade 

“We expect the important has been in the past. weeks. istic rate to achieve our tar- he able to meet its targets, decline was in part because full-year forecasts of about 

Christmas period to be morfr-s However analysts were The trend showed a minor get of arising £ibn in sales however. “To get anywhere of the investment in staffing, 2350m, just relief that Uke- 
challenging for this sector confident that although the acceleration on the like-for- over three years," he said, near them, they wifi have to product availability and for-like sales growth was still 

this year than for many sloping economic climate like increase of 4.7 per cent although the decline in infia- maintain sales trends of marketing promotions. ru nnin g at nearly 5 per cent, 

years" said Colin Smith, was clearly affecting spend- achieved in the first half and tion meant It would have to about 2 points ahead of the Net margins improved The brownie points camefbr 

chief executive. ing r Christmas would still helped to fuel a 14Vap rise in work harder to win the sales industry for the rest of the from 5.3 per cent to 5.5 per beating the sectoral average 

His warning follows com- happen for food retailers. “It the shares to 290V&p. volumes. period," said one. “And It cent. of 2rZ5 per cent, and for a 


, a C7 — — ■ m . > hii 

“Tgest food ret ailer , yester- consumers were showing 
sounded a warning note signs of trading down, 
over expectations for Christ- The statements have 
mas in the normally resilient fuelled fears that the food 
food sector, as it reported an sector may be less resilient 
IS per cent drop in first-half in the face of the cur rent 
profit- consumer slowdown than it 

"We expect the important has been in the past. 
Christmas period to be morfc-s However analysts were 
challenging for this sector confident that although the 
this year than for many sloping economic climate 


Safeway was confident 
that it was well positioned 


ted current sales growth of 
about S per cent on a like- 
far-like basis for the last five 
weeks. 


Ur Smith said the underly- 
ing sales growth showed 
that Safeway was signifi- 
cantly outperforming the 
industry by almost 2 per- 


Last year, Safeway was in gateway 

the doghouse. Disappoint- *£ „***„* 

ment at its failure to merge index 

with Asda was compounded M __ 

by a profits warning. Yester- W ”” 
day’s news was a mirror Ai 
image: profits down, expecta- Pfca 

tions up. Or are they? There go JL — 

was no rushing to upgrade l| 


Abbey buys three NatWest businesses mam 


By Christopher Brown-Huraes It 13 buying Lombard 
and George Graham Motor .Finance, Lombard 

Tricity finance, and Lorn- 

Abbey National took a big bard Business Equipment 


Abbey's consumer finance deals and took account of NatWest's focus on direct 
operations, said the busi- the expected economic down- sales. He stressed the bank 
nesses would fit well with turn. Mr Ingram said the remained committed to its 
Abbey's other finance purchase would ultimately other Lombard operations. 


step towards becoming the Leasing, 'they matte pre-tax operations within, its First lift First National's contribu- including asset finance and 


UK’s leading consumer profits of £3lm In the first 
finance house yesterday nine months 'of 1998 on 
when it agreed to buy three assets of £A3bn. A goodwill 
businesses from National write-off of £140m-£150m is 
Westm inster Bank for £347m likely. 

($5S3m). The purchase further 

The acquisition will lift its reduces Abbey's dependence 
share of the consumer credit on the mortgage and savings 
market to nearly 10 per cent, market, taking it nearer its 
giving it a landing position target of deriving 60 per cent 
in motor finance, household of profits from its other busi- 
improvement end finance nesses. 


National subsidiary. He said tion to Abbey’s profits from invoice discounting. Abbey 
Abbey hoped to improve the 8-9 per cent to 10-15 per cent, shares rose 13p to £12.41 


admits to 
shift in its 
business 


businesses’ return on assets 
from about 1 per cent this 
year to 2-3 per cent over “an 
economic planning cycle”, 
thought to be about three to 
four years. 

Tbe price represents 1.8 
times book value and a price 


NatWest. which will retain while NatWest shares were 
the Lombard name, will up 21p at 990p. Analysts said By Jane Martinson 

make a £115m pre-tax profit the deal fitted the strategy of 

on the deal, and incur a both banks. Mercury Asset Management. 

£20m restructuring charge In a separate deal, Ccrutts the UK’s largest pension 
on the remaining Lombard Group, NatWest’s private fund manager, has acknowl- 


on the deal, and incur a 
£20m restructuring charge 
on the remaining Lombard 
businesses. 

Martin Gray, Lombard 
chairman, said the busi- 


of 2-23 per cent, and for a w ' 1 1 ' 1 1 1 ^ 

management defying its 1997 

mediocre reputation. Ibis is auHctMMwnev 

thin gruel and even after yes- . 

terday's rise, tbe shares, on a price/earnings ratio of 13. 

remain at a 20 per cent discount to the sector. 

Do they deserve better? No. It was not difficult to make a 
better start to the second half than last year's poor one, and 
Safeway is right to bang a health warning over Christmas ^ 
trading. It is too soon to say whether the sales pick-up cai£ ( 
be sustained. Without significantly more sales per square* 
foot, marg ins will r emain under pressure in a SCCtOr Where 
competition should be hotting up. 

Water stocks 

How do you know when water companies are feeling regula- 
tory pain? When they raise the thorny issue of the cost of 
capital, as Hyder did yesterday. For those r e ac hin g for hot 
towels, a 1 percentage point fell in the cost of capital 


via retailers. 


profits from its other busi- earnings ratio of 11A Abbey chairman, said the busi- 
sses. claimed this was cheaper nesses being sold were inter- 

Tim Ingram, head of than recent comparable mediary-led and did not fit 


Lloyd’s List publisher in talks with IBC 


By John Gapper 


companies. Neither LLP or expand its publishing economies. As well as organ- this year that they were 


banking subsidiary, is sell- edged a fundamental shift in allowed by the regulator could cut an average a nnual water 
ing its European corporate its core UK business away bill by £830. 

and institutional trust and from its traditional strong- For the next regulatory period, the regulator has settled 
fiduciary bus iness to Royal hold in “balanced” invest- on real post-tax cost of debt - a component of the overall 
Ran ir of fianaHa ment management and cost of capital - of 23-33 per cent This cost of debt has 

l towards the specialist fallen since the last regulatory review, partly because real 

__ approach favoured by many interest rates have fallen. 

J-l— | |1 M' US managers. But says Hyder, what about tbe old debt? This is now 

I XI I M~m I MAM’s business was built expensive - in Hyder's case about 6 per cent real. Most of a 

L on balanced management water company’s capital spending stretches out over 

which gives managers dls- decades, requiring long-term debt that is mostly fixed, not 
t his year that they were cretion to invest in a range floating. If the old cost of debt exceeds what the regulator is 


LLP Group, the publisher of comment last night 
Lloyd’s List the daily insur- The move comes 


IBC returned calls seeking operations to reduce 
co mm ent last night its dependence on advertis- 

The move comes only tng and exposure to the 


US managers. 

MAM’s business was built 
on balanced management, 
which gives managers dis- 
cretion to invest in a range 
of assets. But this style has 
come under fire from invest- 


ance newspaper, is in merger 
talks with IBC Group, tbe 
specialist publisher and con- 
ference organiser, to create a 
business publishing com- 
pany with a combined cur- 


The move comes only 
seven months after LLP 
Group’s May flotation on the 
London Stock Exchange. 

The shares were placed at 
2S5p but have since fallen, 
closing at 233‘Ap yesterday. 


rent market capitalisation of valuing the group at £ll2m. 
about £260m ($437 m). IBC shares dosed at 365p, 

If the detained talks are valuing the company at 
successful, they could £l44m. 
announce a merger within IBC is stronger in confer- 
the next few days, according ence organising than LLP. 


economic cycle across 
its international opera- 
tions. 

The combination of the 
two would create one of the 
strongest independent Brit- 
ish business publishing com- 
panies, although big groups 
such as Reed Elsevier and 


icing conferences, IBC has a seeking to expand through of assets. But tbis style has allowing for new debt, this is an extra squeeze on comp&A 
wide range of spec ialis t acquisition, although LLP come under fire from invest- nies. The regulator Is confident his targets should net"' 

ne wsl e tter s in areas such as said it would be seeking ment consultants in the past require dangerously low levels of interest cover. But this is 

tax and finance, and the deals of up to £l0m, and IBC three years as some of the not ideal. Some recognition of the cost of old debt would be 

commodities and pharma- said it expected spending largest fond managers have better, and would mean companies not having to gamble on 


ceutical industries. about £30m on bolt-on acqui- underperformed their peers. 

The shares of both busi- sitions. In an interview, Stephen 

nesses have suffered from Although publishing Zimmerman, co-head of Mer- 
their exposure to Asia. groups such as Emap and rill Lynch Mercury, tbe 
Earlier this year, LLP Reed Elsevier have suffered name chosen for the com- 


the direction of interest rates. 


brought forward its interim 
results to reassure investors 


United News & Media have after fears over Asian tur- 
large specialist publishing moil led to a fall in its 
arms. share price. 


sources close 


the but has been trying 


merger could produce Both groups said earlier cycle. 


Pumping new life into sickly engineering 


Peter Marsh examines the optimistic 
rationale that lies behind Weir Group’s 
biggest investment in Its 1 27-year history 


Stop Jibe Jr. V. 

retafite FTSjE E nsnaring sector 
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W hile much of UK engi- 
neering appears to be 
close to grinding to a 
halt, a set of giant pumps 
under construction in a 
plant in Glasgow signifies 
that some engineers can see 
a shaft of light ahead. 


term basis, Weir's share per- 
formance has been disap- 
pointing. The stock has 
underperformed the rest of 
the UK market by some 
60 per cent since early 
1904. 

Critics say the company 


The factory, part of Weir has been too timid about 
Group, one of the world’s 10 making large acquisitions, 


biggest pumpmakers. Is to be 
revitalised over the next 
three years through a £14m 
investment in new machine 


with its buying activities in 
recent years restricted 
mainly to small bolt-ons 
such as Schabaver, a 45-per- 
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ier have suffered name chosen for the com- 
on fears of a downturn in bined insitututional business 
advertising in consumer and after the takeover of MAM 
business publishing, special- by Merrill Lynch, the US 
1st publishers are less depen- investment bank, said the 
dent on the advertising group saw greater growth in 

specialist areas of invest- 
ment, and overseas man- 
dates. “The UK balanced 
business is clearly changing, 
has changed,” said Mr Zim- 
merman. “We still have a 
very nice balanced business, 
but it’s declining because 

specialist mandates are 

increasing. ” 

•5Sawys i ?i:i Merrill Lynch' Mercury 

aims to double institutional 
funds under management to 
~ more than 3500bn by 2002. 
Much of this growth is 
expected to come from the 


US bank acts to 
shore up FI bond 


ment. and overseas man- By Patrick Hareenan of its concerns about poten- 

dates. “The UK balanced and Vincent Boland dally anti-competitive con- 

business is clearly changing. tracts between FI and race- 

has changed,” said Mr Zim- Morgan Stanley Dean Witter track owners and 
merman. “We still have a has launched a counter-of- broadcasters had been provi- 
very nice balanced business, tensive to reassure potential sionally addressed, 
but it’s declining because investors in the $2bn For- Yesterday’s letter from the 
specialist mandates are mula One bond issue that Commission reiterating that 
increasing." the European Commission's stance, and the October ip 

Merrill Lynch' Mercury inquiry into the sport's correspondence, have bew 
aims to double institutional finances will -not affect FI’s sent by Morgan Stanley to 
funds under management to ability to meet its repayment investors, 
more than gSOObn by 2002. obligations. Morgan Stanley is also 

Much of this growth is The US investment bank’s emphasising to investors the 
expected to come from the initiative is a response to importance of last month’s 
US, continental Europe and media reports that institu- decision by the Federation 
Japan. The group has won tions were wary of investing Internationale de l’Automo- 
about $30bn in new business in the bonds because of bile, the sport's governing 
since the beginning of the uncertainty over the out- body, to sign an agreement 
year. Some $12bn has come come of the inquiry being acknowledging that all the 
from the US, $6bn from the conducted by competition rights to the commercial 
UK and $4bn from Japan. authorities in Brussels. Mor- properties of FI racing reside 
The group, which declined gan Stanley yesterday asked with FGA until 2020. 
to reveal net figures, has lost the Commission to confirm The bank believes the 
some large balanced UK pen- in writing again that the sta- agreement protects the 
slon fund accounts since the tus of its inquiry had not FOA's hugely lucrative FI 
beginning of the year. changed since October 19. rights from interference by 

The £3.1 bn takeover was On that day the Commis- the Commission, Lawyers 
largely based on the syner- sion sent a letter to Benue have told Morgan Stanley 
gies to be gained by selling Ecclestone, the FI promoter that under European law the 
Mercury's asset management behind the band. Although competition authorities can- V 
skills through the Merrill the inquiry had not been not challenge ownership of 
Lynch network. completed, it said that some intellectual property rights. 
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tools and other manufactur- son French pumpmaker por- 
ing systems. chased last month. 

Explaining the rationale While Sir Ron defends his 
for the company’s largest acquisition record, adding 
investment prefect in its 127- that the company could 
year history. Sir Ron Gar- afford to spend £100m if the 
rick. War's chief executive, right target came along, he 
complained of a “complete admitted that in the past it 
mismat ch" between the com- could have done a better job 
party's perceptions about its at marketing itself to inves- 
markets and tales of woe tors. One London analyst 
about the world of engineer- agreed: “They [Weir direc- 
ing generally. “Clearly tors] are terribly conserva- 
growth in world demand is tive, a bunch of canny Scots 
less than we would like, but who are not very stock mar- 
our order book is not giving kef-friendly.” 
cause for concern.” However. Sir Ron. who has 

Behind this optimism is been with Weir since 1962 
the company's diversifica- and is to step up to chair- 
tiou into a range of pumps man shortly, replacing Lord 
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UK and $4bn from Japan. 

The group, which declined 
to reveal net figures, has lost 
some large balanced UK pen- 
sion fund accounts since the 
be ginning of the year. 

The £3.1 bn takeover was 


properties of FI racing reside 
with FO A until 2020. 

The bank believes the 
agreement protects the 
FOA's hugely lucrative FI 
rights from interference by 
the Commission. Lawyers 


£ Hyder may seek Increased 
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MMC review 


By Andrew Taylor The company moved to 

damp dividend expectations, 

Hyder, the Welsh multi- following last month's 
utility, yesterday declined to tougher than expected water 


don into a range or pumps man shortly, replacing Lord built in tbe company’s main 1,500 of 8,600 staff world- momentum, expanding from utility, yesterday declined to tougher than expected water 

and valves, sold into differ- Weir, the great-grandson of Glasgow plant for an oilfield wide. £30.5m in that year to £60. lm rule out “tbe nuclear option” price proposals from Mr 

ent markets around the the founder, believes that in Sudan and due for ship- Weir’s total revenues are in 1997. of seeking a Monopolies and Byatt. Graham Hawker, 

world, as well as its large Weir's reputation obscures ping by next spring. split roughly 50-50 between This year the City is fore- Mergers Commission investi- chief executive, said the 


services business. This main- a number of broad strengths, 
tains equipment owned by 


The company has also pumps and a range of related casting a figure of £62m- gation if the water industry interim dividend would rise 


volumes 
fuel BG 


By Robert Corztae 

BG, the gas pipeline operator 
and international oil and gas 
company, yesterday reported 
what it described as “satis- 


0 


boost cash flow. “We don’t 
make very much for stock 
nowadays.” said Sir Ron. 
While Weir has moved into 
promising growth areas. 


other companies and also ne backhanded campli- methods in recent years to 
helps to run the Devonport I I ment to the company cut out excess inventory and 
Royal Dockyard in Plym- W has been speculation in boost cash flow. “We don’t 
earth. recent weeks that its leading make very much for stock 

“The company has a good position in pumps for fields nowadays.” said Sir Ron. 
position in a number of such as mining, oil and gas While Weir has moved into 
worldwide niches,” says and power generation makes promising growth areas. 
Philip Goldsmith, an analyst it a possible candidate for such as China and Taiwan, 
at ABN Amro. “If any engi- takeover by a bigger group which it reckons still look 
nee ring companies see a such as ITT of the US. the full of potential in spite of 

rebound [in share perfor- world's biggest pum pmak er the poor economic condi- 

mance], Weir is likely to be - even though ITT firmly tions in much of tbe rest of 

one of them.” denies any such interest. Asia, it has also reduced its 

Certainly Weir's shares - Sir Ron said that Weir’s dependence on the UK as a 
like those of many other UK accent on “project-driven” manufacturing base. This 
engineering businesses - work - in which pumps have has helped limit damage to 
need a lift, having collapsed to be customised to specific margins caused by sterling’s 
from 304p in March this year applications - exposes it to strength over the past two 
to 192V4p this week. The lack the more profitable parts of years, 
of Interest by investors is the industry, rather than Roughly half Weir's sales 
linked to worries about the making “off-the-shelf" units of E636m last year came from 
effects of slowing world for more general use. operations based in the UK - 


altered its manufacturing engineering products plus £66m. patting the company regulator goes ahead with to 16.8p (I6.2p), signalling a factory” results for the third 

methods in recent years to engineering services. Last on a prospective multiple of tough price controls. 33 per cent lift for the year, quarter, as higher volumes 

cut out excess inventory and year UK customers about 9, representing a 50 Ian Byatt, director-general if its normal split between and cost savings helped off- 


accounted for less than a per cent discount to the rest of Ofwat, has proposed fore- 
third of sales while the of tbe market ing Hyder to cut prices to its 

Americas - bolstered by the Though cJeariy not enjoy- l.lm water customers in 
company’s large pump bum- ing the lowly rating. Sir, Ron. south Wales by 15-20 per 
ness in the US - contributed in keeping with his image cent in 2000. as part of an 
nearly 40 per cent as someone not fond of industry price review cover- 

Slnce 1994 - when earn- overpasting for acquisitions, ing 20004)5. Hyder’s electric- 
in gs dipped following the cannot resist the aside ity distribution business is 
early 1990s’ recession - the that anyone buying the com- also facing the prospect of a 
company’s pre-tax profits pany would pick up a bar- tough five-year regulatory 


33 per cent lift for tht year, quarter, as higher volumes 
if its normal split between and cost savings helped off- 
interim and final dividend is set the dump in oil prices, 
maintained. He said it was Operating profits for the 
too early to say whether it quarter to September 30 - 
would be forced to cut divi- which coincided with the 


have shown reasonable gain. 


ity distribution business is 
also facing the prospect of a 
tough five-year regulatory 
price regime from 20OL 


dends as a result of the pro- 
posed price cuts. 

Pre-tax profits rose by 2^ 
per cent to £107 .8m ($181m) 


period of lowest gas demand 
in the UK - were up £6im to 
£99m (2166m). 

However, pre-tax profits 


margins caused by sterling’s 
strength over the past two 

years- ^ 

Roughly half Weir's sales gg 

of E636m last year came from Centwy kms _ 
operations based in the UK - Empun Color 
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riawmnri triggered by the cri- An example of this work including its Glasgow head Enro P e>n Hotor - 

sis in Asia, plus tbe high are 12 huge pumps, costing a office and adjacent plant ” 

pnvnid- Bat even on a lower total of E20m, that are being which together employ some 
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in the six months to Septem- by nearly 50 per cent from 
ber 30. Turnover increased £2lm to £iim Turnover 
53 per cent to £584.7m. totalled £850m C£75Qm). 

The shares closed down Ip 
at 402 Vip, although operating 

were slightly ahead 

QRnpmfcg Tom lor Total tat of expectations. 

kwk if in* The ■ company also 

ri . nil announced the dlscovexy of 

■ - a a possibly big gas reserve in 

5.1 7.7 7.4 Bolivia, close to the Bolivia- 

Brazil pipeline ta which it 
™ ; £2 has a stake. 

os - 2 But ti*® shfinp in oil prices 

M - has caused BG to postpone 

ifi-2 - 50.4 several North Sea develop- 

7-B 26 ments, ^ 

4? I- ■ 13 11 J? 8 alao lowered its 

. . hurdle rate” for new 

03 - 03 upstream projects to ensure 

they are financially viable at 
VL ; HI 512 a barrel, dose to the mr! 

0353 - 0.171 1 ! vel crude Prices. 

1.75 - 5 ^cutting at Transco, 

the UK pipeline subsidiary 
Oraroarf!', T«ior iw m helped operating profits 

-*“! = S*_ jump by EBm to £62^ 

1 M a-» ^“e 11 bus transportation 

Kcapfional raft tOn Increased capital. StJ® ordered by Ofgas, 
^foreign name dMdand. MNst rental ne Industry regulator 

amounted to seam. Volumes 
wBre up 6 per cent. 
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IT INTERV IEW PATRICIA SEYBOLD 

M I ...... 

An end-to-end 

e-business strategy 


Soms companies have invested heavily in 
e-commerce with little effect. Christopher 
Pnce finds out how best to tackle the job 

p Executives hoping for 


A INTERVIE W ROBERT MONDAVI 

* W- - _ 

Wessons from vintage years 

rhe man who first ‘ed» matorl tho . •/ 


>«.(■! 


P/SSTfS'S ^ ““T*”* «- hooked on a good 

oW p^Jfornian Robert UevSto^Sd'S 0 ^™ 1 *' “W“ cto ®- MlcrobrewSes 
Moodtm WiMry, bu, lae „ e rZ y e £? t in the US are Ouivtag after 

gee- wute. oteUowed with jetton fro/*, ^ 

At 85. he is still opinion. indudes^ctT^P ^ Ch distillctive **«■■ Yet in the 

J*®? “J self-promoting, but mentations 2 “hSe^S* 1 f° S ’ “ mpfl,,ies ^ not cre- 

Jf* beco “ e eve * so slightly dence in^urselT Sf ““*** ta “i***®. they 

more willing to admit mis- y e j hi* uf e W . . . Sled them. And few people 

takes and talk shoot u* some taCS. ^L hoIds beUe,e ““ ™*X- 

softer side of Ufe: namely, mem lSSSX- 5S£ * rai . ed Americans conld 
• his relationship with his was a dIotiL- „ M “ nd *" be ‘““ebt to fancy the 

^SS al 8 ;„5 n, 1 .f Con .' i "» Sis^dlomeTS 

M^u and other family m« companies ‘Wine to me IS 

S r o?'oS?‘°wE e P® 88100 -^ 

SSSSSS rr=aS -*-~ 

SWSSjE successful- 

Srf'bS?Lf pl ^ eons wins®, son of Italian peasants 
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control, employees: and he would leam to ? ore 11130 “yone else for 
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He staked millions of dol- 
IflrsOT an HQ chic enough 
to attract hordes of tourists. 
He hosted gourmet extra va- 
sanzas, music concerts and 
other events. He sweated 
ova- details, agonising about 
designs for labels. He staged 
tastings, pitting fine French 
wines against his own - and 
doing quite well. 

“If you make something of 
quality - whether it’s a good 
new medicine or a good car 
- you have to make sure the 
consumer knows how to 
recognise quality, and knows 

why quality matters." he 
says. 

Even the wine industry 
has forgotten the importance 
of consumer education, he 
says. Americans who drink 
fine wine are still a minor- 
ity: “We have to get out 
there and battle the ima p. of 
wine as a health problem. 
Wine is healthy, good for the 
heart and the spirit, and we 
haven’t been focused enough 
on that message in recent 
years." 

Mr Mondavj admits to mis- 
takes in his private life and 
because his has always been 
a family-run enterprise, 
these have encroached 
heavily on business. In 1965, 
he entered a bitter legal 
fight with his brother Peter, 
about direction and owner- 


ship of the Charles Krug 
Winery they had for years 
run together. He came close 
to mining his relationship 
with his sons Michael and 
Tim because of what he calls 
his insensitivity. “When you 
criticise someone, you 

should not do it in front of 
others." 

Mr Mondavi believes many 
American businesses have 
lost a competitive edge by 
disassociating themselves 
from their founding dynas- 
ties. Although Mondavj was 
listed on Nasdaq's exchange 
five years ago, the family 
retains most of the voting 
shares. Robert's sons have 
now taken over day-to-day. 

“It is only in family busi- 
nesses that you can get the 
passion you need to succeed 
in an industry like wine,’* he 
says. “In many places in 
Europe and Latin America, 
they understand the impor- 
tance of the family to busi- 
ness. When you grow up 
with something in your 
blood, living and breathing 
it every day, of course you 
are going to bring more com- 
mitment than if it's just 
another corporation that 
you'll probably leave in a 
few years. Wine to me is pas- 
sion. Business is passion 
And that's the best way to 
be successful.” 


new insights from 
Patricia Seybold on 
how they ought to imple- 
ment a successful electronic 
commerce strategy might be 
disappointed. 

"It's not rocket science.” 
says the 49-y ear-old inform a - 
tion technology consultant. 
“It is simply about focusing 
on your customers - what 
they need, what they want 

and how to make life easier 
for them.” 

Many companies find such 
simple-sounding advice 
unpalatable because it often 
involves fundamental re- 
engineering or their business 
process and organisational 
structure, she says. 

Ms Seybold’s new guide to 
success in e-commerce. 
Customers. Com*, was a 
result Df the work or her 
eponymous Boston -based 
consultancy on advising 
companies on how to imple- 
ment IT strategy. 

”1 was meeting executives 
who had spent large 
amounts of money on IT 
systems, and yet were still 
being told by their custom- 
ers that it was hard to do 
business with them." 
she says. 

At the time, she was also 
searching the worldwide web 
in an attempt to discover 
which companies were mak- 
ing a success of e-commerce. 

“1 stumbled upon a pattern 
that the successful busi- 
nesses were all focused on 
existing customers, and com- 
mitted to making ft easier 
for them to do business, 
either via the web. or 
through better information 
provision," she says. 

Three years later, and 
armed with detailed exam- 
ples of 16 US businesses. Ms 
Seybold's book identifies 
important steps to successful 
e-commerce. 

These include: 

• Target the right custom- 
ers. The author rites Ameri- 
can Airlines as a company 


that has aimed its web site 
at its most important cus- 
tomers - in this L-use the 
Xim members of its frequent 
flyer programme. 

• Give customers control 
over their business experi- 
ence. They should be mven 
access to a company's pro- 
cesses to make them feel 
involved and to rebv valu- 
able feedback. “So many 
companies arc frightened 
that customers tvifj set* fheir 
dirty laundry, but often they 
have already seen it." savs 
Ms Seybold. 

• Provide a 3«r view of the 

customer relationship. 
Employees and customers 
must have full knowledge of. 
and access to. their transac- 
tion history and relation- 
ship. Beil Atlantic and Wells 
Fargo are held up as harmt; 
“worked hard and lonjt to 
achieve this", across a 
variety of interactive 
channels, 

• Help customers to do their 
jobs. Understand the busi- 
ness needs of your custom- 
ers. Ms Seybold aces Boeing 
as a good example: the US 
aircraft manufacturer has 
designed its weh-bnscd spare 
parts ordering system with 
its airline maintenance cus- 
tomers in mind. “The key.” 



Seybold: The key is to save the 
customer time' 


big.ideas order form 



she says, “is to save the cus- 
tomer time and lei them 

play ‘what if* games with 
your inventory." 

• Deliver personalised ser- 
vice. “Provide a level uf per- 
sonalised service that is not 
possible in any uther w a y 
and you will tn-cnme part of 
Jhrir dnijy lives," savs Ms 
Seybold. 

She is keen to emphasise 
tliai all the i-ompames high- 
lighted in her study haw 
spent years perfivxiiig their 
digital strategies and that 
■'none of theui an- doing 
everything right". 

However, all are reaping 
ihe bene! its of the divisions 
taken in developing and 
implementing au end toond 
e- business strategy . 

She says the biggest frus- 
tration is in convincing 
those companies that reach 
their customers through 
resellers nr dtvdvr channels 
to re-evaluate their business 
processes with a view to 
meeting the needs or end- 
custtiini-rs. 

"There is a certain kind of 
culture in sunn* organisa- 
tions winch sees the most 
important customer as the 
immediate recipient «f the 
company's products This 
often means the dealer, 
retailer or reseller, and not 
the ciLsiomer." 

Ms Seybold cerfuttly has a 
lot or experience in observ- 
ing organisations. 

Site begun her career in 
the early 19711s. working 
with her father. John Sey- 
bold, a pioneer of electronic 
typesetting. 

She moved on to the 
emerging word processing 
and office systems markets, 
and was responsible for the 
authoritative industry news- 
letter The Seybold Report. 

Her next move will be to 
expand Ctrsiomcrs.Com to 
include European companies 
that have integrated the 
internet into their business 
processes. Given the region's 
relative immaturity in 
e-commerce, it is also likely 
to be her greatest challenge 
to date. 

*Publisfied this month hi the 
US by Times Books. SOT. 50 
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Interest rate boost peters out 
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EUROPEAN OVERVIEW 
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By Ph2p Coggan, 

Markets Editor 


European equity markets 
received a brief lift from tbe 
decision of the US Federal 
Reserve to cut interest rates 
again, but the upward 
momentum petered out 
A quarter-point reduction 
in rates had been widely 
forecast and shares on Wall 
Street had finished lower on 
Tuesday after the move. So 
the boost to Europe's 
bourses was inevitably 
rather muted, especially as 
investors seemed to decide 
that the Fed's move might 

FTSE EMoc 100 

msex 

1100 


1000 


be the US central bank’s last 
interest rate change for the 
immediate future. 

The FTSE Eurotop 100 
index rose 6.58 or 0.3 per 
cent to 2,525.98 but the 
broader Eurotop 300 index 
fell 0.63 to 1,088.44. The 
FTSE Ebloc 100 Index, which 
comprises shares in euro- 
zone countries, inched up 
0-38 to 903.69. 

The best performing sector 
was household goods, which 
rose 1.9 per cent. Leading 
the pack was L'Oreai, the 
French group which owns a 
near 57 per cent stake in 
Synthelabo. which a press 
report suggested might soon 
merge with fellow pharma- 

Bond yield curve 
Par cent (November 18 1 998) 


ceu beats outfit Sanofi. L'Or- 
eai gained Ecu 10.7 to Ecu 
484.55. 

The construction sector 
was the day's laggard, drop- 
ping 2.6 per cent, with 
French group Bouygues los- 
ing Ecu 6.7 at Ecu 177.61. 

Among engineering 
stocks, Viag continued to 
suffer from investor disap- 
pointment at its takeover 
discussions with Alusuisse, 
revealed on Tuesday. The 
German group finished Ecu 
28.7 lower at Ecu 539.5. 

How solidly based is the 
rally which began in early 
October? Same fundamental 
analysts continue to worry 
that the markets might not 


be ftiUy taking into account 
tbe potential damage to cor- 
porate earnings from the 
economic slowdown. 

A different perspective is 
provided by James Cornish 
at BT Alex Brown who 
points out that European 
trading volumes fell during 
October. To him, that sug- 
gests “we have been witness- 
ing a temporary rebound 
fuelled by short covering 
rather than strong customer 
buying. The steepest falls in 
volumes in the month came 
in the biggest continental 
markets, France and Ger- 
many." Domestic volumes 
fell 24.1 per cent and 17.3 per 
cent respectively. 
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At Credit Suisse First Boston, we look at both sides of the coin. The introduction of the 
euro will effect a momentous change, not only in Europe but across ail financial 
markets. Credit Suisse First Boston is unique among the world's leading investment 
banks in its combination of global reach and resources with European “home mark®*- 
presence and capabilities. Change means opportunity. 
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BOND INDICES 


BUSINESS AND THE EURO 
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Mystery of Europe’s missing banks 
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How the US m 
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Anyone who doubts that US 
• investment banks are fight- 

IV “8 mDre aggressively than 
V- most of their European 
counterparts for market 
share after monetary union 
should look at the “battle of 
the indices". 

With the exception of Bar- 
clays Capital, which is con- 
fining itself to a relatively 
narrowly-based index, only 
US hanks are offering bench- 
mark indices for Europe’s 
bond markets. 

This week Morgan Stanley 
Capital International, the 
majority-owned subsidiary of 
the investment hank, 
launched a euro-den omi- 
nated bond index, joining 
the ranks of Salomon Smith 
JfcBarney, Bear Stearns, Mer- 
Lynch, J.P. Morgan and 
Iiehman Brothers. 

MSCI, winch Is also a lead- 
ing contender to provide the 
benchmark index for the 
pan-European equity mar- 
ket, is betting that Europe's 
fund managers will start to 
behave like their counter- 
parts in the US. Almost all 
the big US funds benchmark 
themselves against at least 
one fixed-income index and 
sometimes more than one. 

Although national bond 
indices do exist European 
fixed-income investors are 


US banks are way ahead of their European counterparts, offering benchmark indices to 
measure performance in their battle for market share after monetary union, says Edward Luce 


considerably more discreet 
about their investment yard- 
sticks than those in the US. 
"We know some funds in 
southern Europe who bench- 
mark themselves against 
inflation." said a US banker. 
“Others don’t even bother 
with that." 

With monetary union 
around the corner, this is 
expected to change^ Already 
some regulatory authorities, 
notably in Italy, are recom- 
mending that domestic funds 
should benchmark them- 
selves against a public 
index . Other funds will be 
compelled by their clients - 
the municipalities and corpo- 
rate accounts - to measure 
their performance against a 
leading index. 

None of this amounts to a 
revolution. But, if the enthu- 
siasm of the US banks is 
anything to go by. there will 
be a radical alteration in 
investor outlook. And the 
benchmark indices will be 
ready to capture this change. 
“Benchmarks tell the inves- 
tors what the market is 
like," said Rafey Sayood, at 
Salomon Smith Barney. 
“And it gives their sponsors 
the ability to measure how 


wen fund managers are per- grade benchmarks relatively of corporate and other non- 
forming." quickly. government securities in 

Which benchmarks are “Fund managers will prob- their indices. Given the ease 
likely to succeed? And what ably choose their bench- with which a purely govern* 
be nefi ts does success bring marks In the first quarter of 
to the sponsor? To judge by 1999," said Anant Patel, 
the US. where Lehman managing director, financial 
Brothens 1 aggregate index is analytics, at Bear S tears In 
the clear leader, there is London. "We could even 
room for two, or possibly know sooner than that" 




c tt is impossible to quantify, 
but having a benchmark is more than 
just a marketing tool - 
albeit a very effective one’ 
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ment bond-based index can 
be constructed, this suggests 
that the added value is more 
obviously captured in the 
broader indices. 

"Anyone can set up a gov- 
ernment bond index because 
the prices are all on the 
screen," said Aram Flores, 
director of international 
fixed income at Lehman 
Brothers. "But for other 
bonds, including smaller cor- 
porate issues, you need an 
active and large trading 
floor to supply you with the 
data." 

three, indices to take the Europe's leading funds, Bnt the broader indices 
limelight Salomon Brothers' some of which have already also diverge. Some, such as 
broad investment grade chosen a benchmark, are Salomon's, incorporate only 
index is the other leading faced with a relatively broad 
benchmark in the US. range of approaches. 

In addition, both Lehman JJ*. Morgan and Barclays 
Brothers and Bear Stearns Capital have both confined 
publish widely-tracked indi- their indices to the govern- securities as is practical, 
ces on the US high-yield ment bonds of the 11 partici- Lehman's qualifying 
bond market. It is too early pating countries in reflection threshold for the inclusion or 
in the development of of tbe relative dominance of non-government bonds is 
Europe’s junk bond market government bonds as a pro- just ElOOm of outstanding 
far a high-yield benchmark portion of outstanding debt paper, which means that tbe 
to catch on, bnt bankers in the euro-zone. index includes almost 7,000 

expect fund managers to The others have all separate issues covering 
choose Europe’s investment included varying proportions almost 90 per cent of the 


the large, actively traded 
issues to capture liquidity. 
Others, notably Lehmans, 
include as broad a range of 


euro-zone’s market capitalis- 
ation fE2.630bnj. This is 
designed to reflect the diver- 
sity of the market which 
investors use, says Lehman. 

Salomon, which in con- 
trast has a cut off point of 
E500m. says it is pointless to 
include issues which arc 
barely traded, such as some 
of the thousands of small- 
scale pfacdbriefe bonds (Gor- 
man mortgage-backed 
paper}. With the exception of 
Bear Steams, which has yeL 
to determine cut off points, 
the others have chosen cut 
off points between Einom 
and EaOOm. 

Whichever investors go for 
- and much will depend on 
how quickly smaller- scale 
European corporates switch 
to the bond markets - the 
rewards will almost exclu- 
sively go to the US banks. 

The benefits to them arc 
all indirect because use of 
the indices is free, they are 
nevertheless substantial. “It 
is impossible to quantify, but 
having a benchmark is more 
than just a marketing tool - 
albeit a very effective one." 
said one banker. 

Perhaps the most obvious 
downstream benefit is 
through the over-the-counter 
derivatives business. Many 
investors, especially those 
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who track indices but also 
smaller investors, want to 
capture the returns from an 
index without having to 
invest in the full range of 
securities. With some banks 
including more than 2.000 
securities in their index, this 
is hardly surprising. 

The investor can capture 
the return from an index 
without the hassle of buying 
the bonds by entering into a 
total return swaps agree- 
ment with the bunk. Others 
want to benchmark against 


• Supfj njhon at 
Governments 


indices tailor-made for them 
to reflect their specific 
investment mandates. Order- 
ing customised indices from 
a benchmark prorider is a 
growing area. Much business 
is also generated on the 
banks’ trading floors 
because index-trackers will 
mute a large proportion of 
their business through the 
index provider. 

Ail of this represents reve- 
nue op port unities, which 
only adds to the mystery of 
the missing European banks. 


If the strain gets 


•too much . . . 



A manager’s 
guide to 
the euro 


How likely is a break-up of 
the etro-zone, and how 
might it affect my 
investment strategy? 
Break-up is not very likely. 
Richard Davidson, European 
s t r a t eg ist at Morgan Stanley, 
puts the chance at only 
1 per cent The poBticaJ will 
to push forward with the 
project is still in place and 
the embarrassment and the 
chaos that would follow a 
c-up would be 

However, fate and 
markets have a habit of 
disrupting the best laid 
plans. 

How might a break-up 
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There are two main dangers. 
The first is that speculation 
in the foreign exchange 
markets might occur in the 
interim period, from 1999 to 
2002 , during which national 
currencies and the euro will 
exit in tandem. The second 
is that economic problems, 
notably a prolonged 
recession, might prompt one 
or more member countries 
to decide that national 
prosperity would be better 
served If they had the power 
to set their own interest and 
exchange rates. 

So the interim period 
might be tricky? 

Possibly. Member currencies 
win be locked in at their 
parities against the euro and 
In a legal sense will only 
exist as sub-currencies. That 
rules out conventional 
foreign exchange 
speculation of the kind that 
caused the crisis ki the 
exchange rate mechanism in 
1992. But as Paul 
Mortimer-Lee of Paribas 
points out “speculative 
tensions w3J still be a 
theoretical possibility" . The 
main route seems likely to 
be the transfer of assets 
from “-risky" countries, such 
as Italy, which might be 
perceived as the most likely 

to drop out of the euro, into 
core countries such as 
Germany. This could cause 

Strains in the banking 
system in the countries 
concerned. 

What about the economic 

~ They are the main 
ofihe 

ptic camp. 

This looks the more flkely 
problem. European 
unemployment is already 
high and hopes fof 
economic growth in 1999 
have been scaled back m 
tiw face of the worldwide 
slowdown. Few believe- that 
Europe is such A close-knit 
economic area that one 
interest rate will be 

appropriate for all countries. 

Interest rates seem likely 
to be set with conditions m 
the core countries 
and Germany in mind, ratner 
than economic events m 
Ireland or Spain, At the 
moment, this mear^thact 

Irish and Spanish rates are 

probably lower than woukl 
normally be the case. ^ 
taw people are complaining, 
it will be a different matter 

should conditions change. 

Renwmber the-eariyj^^^ 
when the Bundesbank kept 
interest rates high c ^ ltef 
the inflationary effects of 
German unification and 
many European countries 


were mired bi recession? 
Britain and Italy were forced 
into leaving the ERM. 

A more general crisis 
might be triggered by 
tensions between the 
politicians and the European 
Central Bank, some of which 
are already emerging. The 
more left-wing politicians do 
not have the same 
enthusiasm for fiscal rigour 
as their conservative 
predecessors, they might 
break the terms of the 
stability pact and try to 
reflate their economies; the 
Bank may respond by 
raising interest rates to head 
off inflationary pressures, if a 
prolonged recession results, 
the pofitictans may be _■ 
tempted to tinker with the 
Maastricht system, which 
would shatter the confidence 
of the markets. 

How might one profit from 
a break- [ 43 ? 

Much would obviously 
depend on the 
circumstances. But aH the 
most likely break-down 
scenarios relate to a 
prolonged recession, in 
which politicians are forced 
to alter policy, just as the 
UK was finally forced to 
leave the ERM and cut 
interest rates in 1992. 

According to Ian Harnett, 
director of European 
strategy at BT Alex Brown, 
that would suggest a 
strategy of buying cyclical 
stocks to get the benefit of 
the ensuing political 
recovery. 

How wer, he is not 
confident that equity 
markets will do at all well In 
such circumstances, which 
he likens to the break-up of 
the Bratton Woods system 
in the early 1970s. 

“Suddenly, markets win 
realise there is no 
arid-inflation anchor and 
they win demand a massive 
risk premium for holding 
equities." 

What about the bond 
markets? 

Some of the biggest 
beneficiaries of the drive for 
a single currency have been 
investors in the traefitionaliy 
high-yiekfing bond markets 
such as Italy and Spain, 
which have seen yields drop 
to the level of the core 
countries of France and 
Germany. 

Accordingly, holders of 
those bonds would likely be 
the biggest losers ff 
monetary union were 
dissolved. The markets 

would no doubt reason that 

those countries which had 
high inflation nates before 
&hu would be just as fikely 
to have them after It. One 
strategy would therefore be 
to short those bonds aid go 
long either In the core 
countries of Germany and 
France, or more probably in 
the US, which would bask in 
a “safe haven" effect 

Would the same reasoning 
apply to equity markets in 

those countries? 

Probably not The most 
Rkalv reason fora country to 

Sri out of Emu wotM be to 

ease recessionary pressures 
by cutting interest rates and 
devaluing their currencies (or 
adopt a new tower vakied 
currency). That would be 

good news for the exporters 

of the countries concerned 
and might prompt a rise in 
their share prices. 

Philip Goggan 





As Europe moves to one currency, companies can count on Bankers Trust to lead them to new 
opportunities. We offer a complete range of Euro-based solutions built on profound knowledge 
of key industries and markets, illuminating research, financial expertise and global resources. 

So you’ll be connected to Bankers Trusts established power in cross-border trading, emerging 
markets, foreign exchange and structured products, as well as BT Alex. Browns proven track 
record in finance, M&A and advisory services, equity trading and sales. We can even make 
the transition smoother by using our noted prowess in Euro clearing and institutional services. 
When you have the right link, its easy to arrive at the right solution. 


k Bankers Trust 

Architects of Value 


#1998 Bantore Trust Corporation and its affiBated conpanies. Issued by Banters Trust International PLC, togolatad toe UK investment businBss fy 5FA 
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INTERNATIONAL CAPITAL MARKETS 




Rally in prices across the board 


GOVERNMENT BONDS 

By Kbozsfn Merchant 


Prices rallied strongly across 
the board after the US inter- 
est rate cut, surprising ana- 
lysts who bad expected the 
markets to respond modestly 
to the widely expected trim. 
The rally was also helped by 
a shift out of equities. 

Analysts said forward 
Interest rates were consist- 
ent with the Federal Reserve 
holding firm on rates. 

In Europe, there was a 
slightly different twist as 
markets continue to expect 
weak data on European 
growth prospects, suggesting 
a slowdown in core econo- 
mies and offering further 
scope for cuts in rates. 

UK gilts led the way. clos- 


ing at a six-week high after 
taking their cue from disap- 
pointing retail sales figures. 
UK 10-year gilt yields are 
now less than the yield on 
10-year US Treasuries for the 
first time since 1385. when 
rates tightened and US 
yields came in sharply. 

“Fears of a market-driven 
meltdown several weeks ago 
have gone now and we are 
back to a focus on the likeli- 
hood of a gradual slowdown 
in the world economy that 
would dent corporate profits 
and allow rates to come 
down,” said Andy Be van. at 
Goldman Sachs. 

In the US, a growing belief 
that the Fed will not cut 
interest rates again in the 
coming weeks prompted a 
shift by investors from 
shorter-dated Treasuries. 


Argentina 


raises $lbn 


INTERNATIONAL BONDS 
By Edward Luce 


Argentina once again chose 
its moment stylishly and 
issued the largest emerging 
market bond offering since 
the August crisis. 

The $lbn bond, which was 
increased from £750m owing 
to strong demand from US 
institutional investors, was 
also the first “stand-alone” 
emerging market bond in 
dollars since August .Ml pre- 
vious offerings, including a 
couple from Argentina, were 
add-ons to existing issues. 

However, the feature that 
captured most attention was 
the embedded warrants in 
the bonds, which gave inves- 
tors the right to buy 30-year 
Argentina bonds 12 months 
from now. 

The warrants, which are 
detachable and are expected 
to be traded in a separate 


market, are convertible into 
the 30-year Argentina dollar 
bonds at a strike price of 94. 

The bond was trading at 
about 85 yesterday. The 
option was an extra “kicker" 
to attract investors to the 
deal, said an official at 
J.P. Morgan, joint lead with 
Deutsche Bank. 

Officials said they deliber- 
ately turned away leveraged 
investors from the deal, 
distributing the bonds to 
“real money” accounts, nota- 
bly big US funds. “There has 
been a lot of criticism that 
too much emerging market 
paper has been distributed 
to hedge funds and relative 
value players.” said one. 

The Mexican oil company 
Pern ex, Bank of Hungary 
and Krakow, the Polish city, 
all tapped renewed demand 
for emerging market bonds. 

Elsewhere, Roseau Ferre 
de France, the state-owned 
railway infrastructure com- 
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The move into longer-term 
securities, together with a 
rash or overseas buying, 
brought a one-point rise In 
the benchmark 30-year US 
Treasury and a notable flat- 
tening or the yield curve. 
The moves came in the wake 
of comments from the Fed 
on Tuesday that suggested 
the spate of rate cuts is at an 
end. at least for now. 

By early afternoon, the 
yield on the long bond had 
fallen to 5-233 per cent, with 
the bond trading a point 
higher at 10Q‘4. The yield on 
two-year notes, meanwhile, 
crept up to 4.592 per cent as 
the price slipped £ to 98£- 

UK gilts outperformed 
other European markets, 
encouraged by the release or 
the minutes of the Bank of 
England's last MPC meeting. 


which sustained talk or 
another rate cut soon. 

The December gilt future 
contract settled at 116-3-1, up 
0-85. In the cash market, the 
yield on 10 year gilts was 
■UM per cent. Retail sales fig- 
ures down 0.4 per cent in 
October buoyed the market. 

In German bonds, the 
December future settled at 
113.26 up 0 67 in moderate 
trading on Bure*. In Lhe 
cash market the 10-year 
bund yield was 4.06 per cent. 

Analysts said there was 
some covering of short posi- 
tions after the Fed's cut. A 
report by the so-called five 
wise independent economists 
discounted some of the worst 
fears of recession, saying the 
outlook for the German 
economy was not as bad as 
many feared. 


The JP Morgan Emerging 
Market Index rose by 14 
points to 1.107 in iatc trading 
on the back of the Fed cut. 
which surprised analysts. 

Tim Ash, emerging mar- 
kets economist at WestLB, 
said some momentum bad 
been expected after the 
index had fallen by 35 points 
in anticipation of a cut. 

The rise suggests that “the 
markets are saying, you 
have the Brazil package and 
now you have a rate cut. 
Now make it work”. Mr Ash 
sajrL 

The one positive piece of 
news was on Bulgaria, 
where the price of Bulgarian 
debt rose on the release of 
the second trance of an OIF 
loan. Markets were excited 
about Bulgaria because of Us 
model reforms. 
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By George Graham, 
Banking Editor 


Credit Lyonnais, the French 
stale-owned bank scheduled 
for privatisation next year, 
received a boost yesterday 
when Moody's, the credit 
rating agency, raised its 
assessment of the bank's 
financial strength. 

Moody's upgraded Credit 
Lyonnais's financial 
strength rating, which 
assesses the bank's intrinsic 
soundness without consider- 


playing field 
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By Patti Betts in Milan 
and Vincent Boland 


ing the likelihood of a state 
bail-out. from E+ to D. 
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pany, made its debut in ster- 
ling with a £200m offering. 

The 23-year bond was 
designed to capture the 
strong demand for long- 
dated paper from UK institu- 


tions. This is partly because 
of the shortage of gilt issu- 
ance in the last few months. 

In South Africa, Telkom 
SA, the country's telecoms 
company, launched the larg- 


est ever domestic corporate 
bond in a R2bn offering. It 
was also the first to be syn- 
dicated in eurobond fashion 
and 15 per cent was sold to 
international investors. 


A bank rated D is regarded 
as having adequate financial 
strength but with weak- 
nesses, such as a vulnerable 
business franchise or poor 
financial figures. 

Moody's said its upgrade 
reflected the recovery of 
Credit Lyonnais's operating 
profitability. Its recurrent 
earnings power was now 
comparable to that of its 
French competitors but the 
bank was still burdened by 
its large exposure to emerg- 
ing markets. This might 
require substantial extra 
provisions, though not so 
much as to require even 
more state aid. 

Moody's warned that 
Credit Lyonnais still needed 
to stem the erosion of its 
domestic market share, 
increase revenues from its 
domestic network, grow the 
contribution of non-interest 
income and maintain its 
efforts to set aside provi- 
sions for loan losses. 

Credit Lyonnais's princi- 
pal debt rating from Moody's 
is A3, a strong grade depen- 
dent on its ownership by the 
French state. The govern- 
ment has undertaken to cut 
its stake to less than 10 per 
cent by October 1999 ns part 
of a deal with the European 
Co mmiss ion. 


Italy’s privatised stock 
exchange is' urging I.ondon 
nnri Frankfurt to establish a 
level playing field to entice 
other smaller European 
stock exchanges to join their 
ambitious plan to set up a 
pan-European blue-chip 
stock market. 

Stefano P recta, chairman 
of the Italian stock 
exchange, also said yester- 
day that -technical prob- 
lems” had emerged, making 
it difficult for Milan to join 
Eurex, the German-Swiss 
alliance that has created 
Europe's largest derivatives 
exchange. 

Instead, Milan, which 
ranks second behind Ger- 
many in European equity 
derivatives, is now consider- 
ing an alternative alliance 
with other European 
bourses, including France 
and Spain, which would also 
be extended to the US. “The 
Americans are very inter- 
ested,” Mr Prcdn said. 

Although he did not dis- 
close the problems Milan 
faced over Eurex, these are 
understood to involve Ger- 
man insistence on selling 
their electronic system to 
other bourses joining the 
exchange. 

The hitch in Eurex's 
expansion plans comes on 
top of complaints from some 
of its largest users about the 
standard or its technology, 
especially for clearing and 
settling trades. 

Some 20 customers, includ- 
ing some big global invest- 
ment banks, issued a joint 
complaint to the exchange 
last month outlining their 


concerns about delays In set- 
tling transactions and about 
the early daily closure of its 
back office systems. 

Eurex confirmed tin* com- 
plaint had been made hut 
declined to comment in 
detail. 

Mr ITcda said Milan was 
interested m Joining the new 
European blue-chip market 
proposed by the Loudon 
Stock Exchange and Deut- 
sche Bon* “provided a Joint 
project committee Is set up ^ 
to enable all parties in the te, 
alliance, big and smaller, to 
manage and organise 
together the process of creat- 
ing the European market” 

In terms of capitalisation, 
the Milan stock exrbange 
currently ranks in Europe 
behind London, Frankfurt 
and Paris. 

Mr Pmla said it would be 
desirable that as many Euro- 
pean bourses as possible 
joined ihr blue-chip project 
to turn it into a “real Euro- 
pean market". 

Mr Preda said a meeting of 
all interested parties was 
expected to he organised 
before the end of this month 
which would hopefully lend 
to the signing of a memoran- 
dum of understand mg in the 
next two to three months “to £ 
fix and define the project", 

This would include the set- 
ting up of a joint project 
committee giving all parties 
an equal voice in the organi- 
sational issues involved in 
establishing a pan-European 
market. 

“The initiative makes 
sense if it is a European 
agreement and if so. 1 
believe the project can give 
nil impulse to our markets." 

Mr Preda stud. 
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F ed cut aftermath splits dollar bloc 


MAR NETS REPORT 
By Alan Beattie 


- The attention of the world’s 
P currency markets shifted 
yesterday to the varied 
responses of the second-tier 
dollar bloc currencies after 
Tuesday’s easing by the US 
Federal Reserve. 

The Australian dollar 
pushed higher as traders 
took advantage of the rela- 
tively high yields available 
in the currency. 

But the Canadian dollar 
slipped slightly as the Ranh- 
of Canada cut interest rates 
by 25 basis points. And the 
New Zealand dollar fell 
sharply as the country’s 
Reserve Bank projected loos- 
ening monetary conditions. 
At the end of trading in 
radon yesterday the Aus- 
trian dollar had risen to 
$0.6440 against the dollar a 
rise of over one per cent on 
Tuesday's dose. 

The Canadian dollar fell 
slightly against the dollar to 
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close at C$1.5541, and the 
New Zealand dollar closed 
nearly one per cent down at 
$0.5380. 

Otherwise the market had 
a slack, day as it absorbed 
the impact of the Fed’s eas- 
ing and the debates started 
over the likely direction of 
monetary policy in the UK. 

Weak retan sal» data in 
the UK and the news that 
the Bank of England's mone- 
tary policy committee frpd 
been almost unanimous in 
voting for a 50 haste point 
cut in interest rates in 
November caused some seD- 
ixig of sterling. But in a mar- 
ket lacking any great desire 
to break out in a new direc- 
tion* the pound finished 
barely changed at $1,674 
against the dollar and 
DM2.791 against the D-Mark. 
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■ Market strategists pointed 
to the stronger domestic sit- 
uation in Australia com- 
pared with New Zealand , as 
the reason that the Reserve 
Bank of Australia could 
afford to hang fire on inter- 
est rales after the Fed’s deci- 
sion. 

“Given the situation in 
Australia, there was no need 
for a rapid response, and cer- 
tainly no need to psmic," 
said Steve Barrow, currency 
strat e gist at Bear Stearns in 
London. 

“But the Reserve Rank in 
New Zealand can see the 
writing on the wan," he said- 

The New Zealand Reserve 
Bank yesterday published its 
quarterly Monetary Policy 
Statement, which projected 
the monetary conditions 
index for the March 1999 
quarter at -400, lower than 
the expected -625. 

The benchmark 90-day bffl 
yield, which in effect acts as 
the base interest rate, closed 
43 basis points lower at 4-26 
per cent. 


Canadam dollar 
Against flans defer (OS per USS) 



“New Zealand has a much 
less robust domestic situa- 
tion than Australia’s, and 
the economy has been con- 
siderably more exposed to 
the weakness of the global 
economy,” said Ian Morris, 
international economist at 
HSBC in London. 

“The Australian dollar 
could spring a surprise on 
the upside and approach the 
$0.70 level,” be added. 


■ The Bank of Canada's 
decision came as little sur- 
prise to the markets yester- 
day, despite comments on 
Monday by Gordon Thiessen. 
the bank’s governor, that the 
markets should not assume 
that monetary policy in the 
country would follow the US. 

“In contrast to the last 
time that the Bank of Can- 
ada followed the Fed, this 
time the cut in rates was 
fully anticipated by the mar- 
ket,” said Steve Barrow. 

But the currency still 
weakened when the change 
was announced. Some trad- 
ers blamed the Quebec elec- 
tions on November 30 for 
acting as a drag on the Cana- 
dian dollar. 

■ OTHER CURRENCIES 
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■ Some analysts attributed 
sterling's fall in early trad- 
ing in Europe to the release 
of the minutes for the 
November meeting of ibe 

Bank of England's monetary 
policy committee <MFC). 

The min utes showed eight 
members of the committee 
agreeing on the .V) basis 
point cut in interest rates 
with the serial outlier Wil- 
lem Buiter holding out for a 
drop of 75 h as** points. 

But such a reaction to the 
minutes would be “rather 
puzzling," said Cameron 
Crise. currency strategist at 
SBC in London- 

“This MPC meeting took 
place the week before the 
Inflation Report, and so the 
Report is still the latest 
information we have." said 
Mr Crise. 

"And personally I didn't 
see much difference in tone 
between these minutes and 
the report, though of course 
the actions of Willem Buiter 
continue to astound and 
amaze," he added. 
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COMMODITIES & AGRICULTURE 


Oil prices tumble to fresh lows 





MARKETS REPORT 


By Robert Corzfne, Kenneth 
Gooding and Paul Solman 







Oil prices dropped to new 
lows yesterday as traders 
searched in vain for positive 
news to lift the gloomy senti- 
ment surrounding crude. 

The price of Brent Blend 
futures contracts fell to a 
new tow of $11.20 a barrel. 10 
cents down on the previous 
low of $11-30 recorded In 
October 1988. 


The contract for January 
delivery was quoted at $11.25 
in late trading on London's 
International Petroleum 
Exchange, down 18 cents 
from Tuesday's close. 

In early afternoon trading 
in New York the Nymex 
December contract fell below 
$12 a barrel for the first time 
since June. 

Although the latest inven- 
tory statistics from the US 
showed a modest draw-down 
of stocks over the past week, 
they also highlighted the 


scale of the oil surplus prob- 
lem. The American Petro- 
leum Institute estimated 
crude stocks in the L’S are 
up 8.6 per cent year-on-year. 

On the London Metal 
Exchange, three-month cop- 
per closed up S12 a tonne at 
$1,602. Traders said the rise 
was caused by funds cover- 
ing short positions, adding 
that copper was unlikely to 
break out or its recent 
depressed range of SI -370 to 
$1,805 until more output cuts 
were announced. 


The International Copper 
Study Group is now forecast- 
ing a 1998 copper supply sur- 
plus of 300.000 tonnes, up 
from its June forecast of 
120,000 tonnes. It is sticking 
to its forecast of a 300.000 
tonnes surplus next year. 

It said the consumption 
outlook was weakening but 
stressed that "no allowance 
has been made in these pro- 
jections for additional pro- 
duction capacity closure”. 

Coffee and cocoa ended 
little changed on the London 


International Financial 
Futures and Options 
Exchange. Cocoa remained 
weak, in spite of forecasts 
that consumption will 
exceed production by as 
much as 90.000 tonnes this 
year, and analysts say fears 
remain over demand. 

December cocoa was £974 
a tonne. £2 higher than 
Tuesday's dose. January 
robusta coffee was down $4 
at $l.f>44 a tonne, while 
nearby November coffee lost 
$20 to 32,125 a tonne. 


VAW in mood to expand 

Under Its new chairman Viag's aluminium subsidiary hopes to 
join in the industry's restructuring, writes Kenneth Gooding 

S igns that Viag wanted 
its VAW unit to be a 
bigger and more aggres- 
sive player in the aluminium 
industry' were clear long 
before this week's news that 
the German conglomerate 


was talking to Switzerland’s 
Algroup, formerly Alusuisse. 

In addition. Helmut Bur- 
mester, who took over as 
VAWs chairman in April, 
has been insisting that his 
group hoped to play its part 
in the consolidation of the 
global aluminium industry. 

Speaking last month in his 
office in Bonn, however, he 
admitted finding a big deal, 
of up to DMlbn (SSOOm), 
would not be easy. **1 put the 
chances at 50-50,” he said. 

Certainly, the industry 
was reshaping itself in a sub- 
stantial way but it was a 
small industry and VAW's 
choices were limited because 
it wanted to remain focused 
on its four core businesses: 
al uminium rolling; primary 
al uminium smelting; flexible 
packaging and al umini um 
automotive castings. “And. 
of course, we want to add 
value to any acquisition." 
said Mr Burmester. 

A deal VAW completed in 
May. however, showed what 
might be possible. It 
acquired the European alu- 
minium rolling operations of 
Reynolds Metals, the US 
group, giving VAW addi- 
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tional capacity in Germany, 
Italy and Spain. Mr Burmes- 
ter said the deal would help 
it more than double its pre- 
tax profit this year, to about 
DM440m from DM2l7m, mak- 
ing it one of the most profit- 
able parts of Viag. 

The Reynolds acquisition, 
which was profitable from 
the outset, is expected to add 
about DMTOOm to VAW’s 
sales, which reached 
DM5. lbn last year, and add 
180,000 tonnes of annual 
rolling capacity to its exist- 
ing 400,000 tonnes. No price 
has been revealed. 

The first sign that Viag 
intended to build VAW came 
in 1992 when VAW set up a 
castings business: it is now 
the biggest independent sup- 
plier of al uminium engine 
blocks and cylinder heads. 

Mr Burmester insisted: 
"Only a rich company can 
afford to start a new busi- 
ness. You need two or three 
sound, existing businesses to 
start a new one with its own 
technology. H 

A second move, in 1996, 
was the disposal of VAW's 
aluminium extrusion 
operations in Bonn, which 
employed 500 and had a 
turnover of D Ml 50m. These 
were sold to Hoogovens of 
the Netherlands. Mr Burmes- 
ter said the disposal showed 
VAW was confident enough 
to sell non-core operations. 


Finally, so far, Mr Bunn es- 
ter's appointment, to suc- 
ceed Jochen Schimer. who 
had been reshaping VAW. 
was an indication that Mag 
was very keen to give VAW 
more autonomy. He said 
Viag was willing to sell up to 
49 per cent so VAW could 
have a separate stock mar- 
ket listing. 

Mr Burmester, who was 
chairman of Aral, the Ger- 
man oil company, before 
joining Klftckner. the steel 
group, as chairman in 1993. 
was free to take over 
because Viag had in late 1996 
decided to restructure FGock- 
ner and keep only its steel 
distribution operations. This 
meant his role as chairman 
was coming to an end by 
mid-1999 at the latest. 



Helmut Burmester: Keen to estabSsh VAW’s independence 


H 


e suggested it was diffi- 
cult to view VAW as a 
separate company from 
Viag until recently. Its chair- 
man, Mr Schimer, was on 
the Viag board and the two 
companies shared a head- 
quarters in Bonn as well as 
some central services. 

Viag has now p moved to 
Munich after refocusing its 
operations and deciding 
VAW will remain a core 
business. 

Mr Burmester said: "One 
of the reasons I came here 
was to establish VAW's inde- 
pendence. The Viag board 


knows me well and knows I 
want independence. 1 am 
also here to raise VAW's pro- 
file and to expand the group. 
No one expects me to be a 
brilliant aluminium guy." 

There is plenty of organic 
growth to come from three 
of VAW's four divisions, he 
insisted, and it might well 
become involved in joint pro- 
jects to expand its primary 
aluminium operations. 

“It is still an open question 
whether we should cover 
50 or 70 per cent of our own 
aluminium requirements," 
said Mr Burmester. At pres- 
ent two-thirds are covered. 

While waiting for any big 
deal to come along. VAW is 


assembling smaller packages 
of acquisitions for three of 
its divisions. Its flexible 
packaging business is being 
expanded in Asia in this 
way, for example. 

Mr Burmester said any 
expansion depended on pres- 
ent operations remaining in 
good shape and improving 
their performance. 

"The Reynolds acquisition 
sent a message to the indus- 
try that VAW was in the 
mood to expand and to join 
in the industry restructur- 
ing. We have had lots of sug- 
gestions since then. So it is 
important that VAW 
remains healthy and gets the 
day-to-day stuff right.” 


Surge in 
US sales 
of gold 
coins 

By K enne th Goofing, 

Mining Correspondent 

Worries about potential 
chaos in financial markets 
because of the "millennium 
bomb" are helping to create 
a surge in gold coin sales in 
the US. according to the 
World Gold Council! 

It says US mints sold 23.5 
tonnes of gold coins in the 
third quarter, nearly three 
times the previous record for 
those months - 8.7 tonnes in 
1997 - and helped global 
demand for the precious 
metal recover from a poor 
start to the year. 

In the first nine months of 
this year. 50.3 tonnes of gold 
. coins have been said in the 
j US and "1998 looks likely to 
challenge previous record 
years," said George MilUng- 
Stanley. the council's man- 
ager of gold market analysis. 

The “millennium bomb", 
or Y2K problem, refers to dif- 
ficulties that are already- 
beginning to arise because 
older computer systems are 
unable to recognise the date 
change from 1999 to 2000. 

Mr Milling-Stanley, introd- 
ucing the council's latest 
Gold Demand Trends survey, 
suggested financial market 
turmoil and "a growing 
appreciation of tbe value of 
gold in helping to diversify 
investment portfolios" also 
encouraged the jump in gold 
coin sales in the US. 

The WGC, a promotional 
organisation financed by 
some gold mining groups, 
monitors 25 markets respon- 
sible for about 80 per cent of 
total gold demand. It says 
demand in the third quarter, 
at 676 tonnes, was only 1 per 
cent below the third quarter 
record set in 1997. 

Demand for the first three 
quarters was 1,71222 tonnes, 
20 per cent below the same 
months last year. The WGC 
says there has been a steady 
improvement since the first 
quarter. 


See Observer 
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to 
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VU 

U 
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+0.16 2527 2522 363 13280 

+0.18 25.15 25.10 04 1.184 
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Ctanp. daBy 
15 towage 


9727 

9843 


Pm. day 
9601 
9824 


■ HHTE SOBAR Lffi (50 tonnes; StonU 


■ HEATHS OIL WVMEX <12300 OS Bta cAJS galsJ 
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(Grade AJ WE 

Dk 

Ita 

Dk 
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13 

36 
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88 

51 
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LONDON SPOT MARKETS 

■ CRUEOLHtttaerbvraQ 
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Dk 

to 
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Vd 
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7005 10,312 31,181 
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94 
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19 
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Dk 
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Mar 
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82 6039 
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-150 11850 11800 

111 2,708 

Tow 



n/ti n/a 

■ NATURAL GAS PE (1000 Bus peon pv 8nrn4 


Nav 


to 

JU 
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Tea from (he Tm Broker? 1 Associa ti on 
Mombasa There was good general 
■demand but at generaBy easier rates. 
Brighter BPts were lower by about 10-25 
cents while MecSums, opart from s e lected 
tines, declined by 5-10 cents. Lower 
Medians eased by about 5-12 Gents. Moo- 
ter Rainer sorts wrae daaar but poorly 
made types were lower Brighter PFia 
were irregularly easier and sometimes 
neglected. partieUarty towards the dose. 
Pakistan padeers conttousd to land good 
support. There was teas enquiry from 
Egypt Sudan and Mkldte East outlets, but 
buying lor Somdla was maintained. 


VOLUME DATA 

Open htaesi m Mum data tan tar contracts 
traded on COMEX. NVKEX, C8T. NYCE. QME. CSCE 
and PE Crada 01 » one iter m arrears. Wane 4 
0pm tateM toon are tor al traded media. 
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NEWS DIGEST 


SUGAR 

•■■■■ ■■ ■■■ ■■■■ ^ 

Brazil foreseen overtaking 
EU in sugar production 

Brazil is set to overtake the European Unton as the world's 
largest sugar producer this season, according to figures 
from C. Czamikow. in its latest sugar review, the irnoma- 
tional sugar broker forecasts Brazil's raw sugar output tor 
1998-93 at 17.9m tonnes, against the EU's 17.4m tonnes. 
Last season. Brazil produced just under 16m tonnes com- 
pared with the EU's 19m tonnes. 

Brazil's sugar output has benefited from an especially 
good cane crop in the centre-south of the country. Czami- 
Kgw said. Brazilian farmers also switched more of the crop 
from alcohol production to sugar after a sharp rise In alco- 
hol stocks following deregulation of the market. 

In Europe, where beet is grown rather than cano. the 
crop has been hit by wet weather, 'in west Europe there 
has been a dear demonstration of the impact of weather 
on the potential at a beet crop." Czamikow said. The 
French crop is forecast at 4.6m tonnes, compared witft 
52m tonnes last season, while the UK crop is likely to bo 
1.5m tonnes, against 1.7m tonnes last time. 

Eastern Europe has been “the victim of limited inputs. W* 
finance and management, so that the potential that Bxists 
in the field is unHkely to be realised in the final sugar out- 
turn". Total production from the former Soviet Union 
region is put at 3.7m tonnes against 4.1m tonnes last sea- 
son. 

Sugar supply is likely to continue to outstrip consump- 
tion. Czamikow forecasts global production at 128.5m 
tonnes this season against consumption of 124.3m tonnes, 
compared with 126m tonnes and 123m tonnes, respec- 
tively. in 1997-98. Total cane production is oxpecied to 
rise to around 92m tonnes from 88m tonnes last time, 
while global beet output is forecast to fall to 38.5m tonnes 
from 38^m tonnes in 1997-9S Paul Solman 


LIQUEFIED NATURAL GAS 

- - 

Mobil to open plant in Nigeria 

lucio Noto, Mobil president, and General AbduisaJami 
Abubakar. Nigeria's military ruler, will today formally open 
a £8 10m liquefied natural gas plant on the coast ot south 
east Nigeria, which is fleeting iy to become the largest gas 
plant in sub-Saharan Africa. 

The Oso project - a 51/49 per cent joint venture 
between the US oil group and the Nigcnan National Petro- 
leum Corporation initiated in 1995 - is aiming for peak 
production of 50.000 barrels a day by the end of this year, 
according to Paul Caldwell, managing director of Mobil 
Producing Nigeria, 

The opening of the Oso plant takas oil companies oper- 
ating in Nigeria a step further towards reducing controver- 
sial and environmentally -damaging gas flaring <n the coun- 
try's oilfields, and over its lifespan it will produce an 
estimated 350m barrels of gas. 

However, the plait should be dwarfed by the nearby 
$4bn Nigerian Liquefied Natural Gas plant, which is due to 
start production of about 7bn cu m of gas a year by the 
end of 1999 . The NNPC has a 49 per cent share in the 
NLNG plant with Agip, Elf and Shell holding 51 per cent 
between them. WWtem Wafts, Lagos 
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For solutions to today's crossword call 0S91 430060. 
Calls cost 50p a minute. 


CROSSWORD 


No.9.S43 Set bv ORENSE 



l Developed trade link 
between east and west ['6, 5) 

7 Currency project that'll 
never get off the ground (3) 

9 Gamble on earnings rising 
to begin with (5) 

10 Working on print of charity 
shop, for example (91 

11 Who to blame? Accountant 
In postage fiddle (9) 

12 Does It convey ones feel- 
ings or hide them? (5) 

13 Outside broadcast follow- 
ing championship (4-3) 

15 Catch sight of leader going 
east for awards (4) 

18 Investor in silver, by the 
way (4) 

20 Growth that is safer, per- 
haps (7) 

23 The sort of performance 
accountant and I object to 
in the end (3) 

24 How to react when unable 
to shift gear? (91 

26 Dirty train breaking down 
before Slough (9) 

27 Saying nothing after sec- 
ond race (5) 

28 No do f3) 

29 How might MP end the dav 
with nothing to give? js-sj 

DOWN 

1 Men jump at chance or 
redemption here tS) 

2 Red lisht district (2-2,4) 

3 Spread batter, say. on net- 
ting up <6t 


4 Able to perform with 
nal sincerity (71 

5 No points - better nt 
ing a break (3-1) 

6 Through which the 
might view actors? (! 

7 Try and keep lower i 
on top (6) 

8 United players let go I 

14 Let writer hear the vi 

(9) 

16 A worry to ladies in 
amine? (8) 

17 It might go aver one's 
if very young <81 

19 Pushing out the bout i 

20 Came across tracks 
casts could be made 

21 Disorganised and sj 
head itf school cami 
<61 

22 Hurts, having clover s 

23 Short nautical type ut 
dance (.*i) 

Solution 9.842 
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WORLDOVERVIEW 

Gains among international 
equities were limited yester- 
day as investors regarded 
the US rate cut as already 
discounted into share prices. 
writes Emiko Terazono. 


With the strains in finan- 
cial markets expected to 
ease, the consensus eco- 
nomic outlook for the 
medium term has turned 
cautiously optimistic. Deut- 
sche Bank expects global 
growth to recover to around 


per cent since its low in investors, has been cheap Japanese traders. In spite of demand and overcapacity, 
October, the view on eco- valuations. However, some the recent slew of fiscal mea- without export demand to 
nomlc fundamentals remains analysts are wary. "What sures and banking packages, fell back an. Structural prob- 
pessimistic. scares us most about any the credit squeeze remains lems. including bad loans 

The bank recapitalisation renewed appetite for Japa- intact they believe. and inefficient companies, 

package has helped bolster nese equities is that the val- The end of November, also loom over the economy, 
the share prices of some uation arguments could when most companies sort "According to most eco- 
banks which had been have more or less been made out their cash flow situation domic indicators, there are 


a silver lining 


Tokyo and Hong Kong 2-5 per cent In 2000. 
posted modest gains while Japan, however, is likely 
Europe was mixed. The rate to continue to be the odd one 
cut prompted < ^>ning - as the out among G7 economies. 
view that the US Federal Although some fund man ag- 
Reseree would be on bold ers have started to increase 
after three consecutive rate their exposure to Japan, and 
cuts, weighed on sentiment the Nikkei has rebounded 13 


heavily sold off. Sakura at any time in the last five 
Bank bas risen 94 per cent years." says James Montier. 


since its October l low while 
Bank of Tokyo-Mitsubishi 
has risen 54 per cent and 
Fuji Bank 43 per cent 
The basis of the recent 
buying, especially by foreign 


global strategist at BT Alex 
Brown. 

Near-term worries stem 
from cash-flow problems 
among companies and possi- 
ble bankruptcies, say some 


for the end of the year, is virtually no signs of a 
likely to be a crucial period revival of the economy.” 
to watch out for,” says one points out says Deutsche 
trader. Bank. With GDP forecast to 

Even in the medium term, shrink by about L5 per cent 
prospects are gloomy. The next year, a turnaround in 
economy continues to be activity should, therefore, 
dogged by weak consumer not be expected before 2000. 


Internet sector Merger talk gives Paris lift 

O C T TC EUROPE Yataat Banna Hex short-covering and sp 
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Merger speculation provided FI 17.80 on October 21_ 

<■ -■ some sparkle in PARIS but in 120 . 5500 Philips, Europe’s li 

shares edge ud n °^K = »» Ji 

support, the CAC 40 index m / 1 ioo_ J U — 1 jftjrl to FI 12170 on positive 


AMERICAS 


US shares turned slightly 
higher in early afternoon 
trading after a sluggish 
morning, with a rally in 
bonds and internet stocks 
helping to lift the mood ou 
Wall Street, writes John 
Labcte in New York. 

The Dow Jones Industrial 
Average was 16.02 higher at 
9.002.50 while the Standard 
& Poor's 500 index gained 
1.43 to 1,140.75. High-tech 
shares had the best overall 
gains, sending the Nasdaq 
composite up 1393 or 0.7 per 
cent to 1.892.45. 

US Treasuries rallied after 
a late sell-off in response to 
the Federal Reserve interest 
rate cuts announced on 
Tuesday. By early afternoon, 
the benchmark long bond 
had gained 1 at i00'/«. send- 
ing the yield lower to 5233 
per cent. 

Cyclical shares were 
among the best risers in the 
midday Dow. Minnesota 
Mining & Manufacturing 
was $2£ higher at $81% and 
Goodyear Tire Sl£ at $55%. 

Tuesday's cut in the key 
federal funds and discount 
rates was anticipated by 


double-digit gains. Netscape 
Communications surged 
more than 20 per cent or $5g 
to $35£ on reports that the 
company may be forming an 
alliance with America 
Online. AOL's shares 
jumped more than 10 per 
cent or $7j£ to $82ft on the 
speculation. 

In the retail sector. Rite 
AJd climbed 6 per cent to 
$46 ft after Bear Stearns 
raised its rating to "buy” 
and Lehman Brothers raised 
its target stock price. 

Small-cap shares also 
pushed higher, sending the 
Russell 2000 index up less 
than one point at 390.16. 

TORONTO edged higher in 
early afternoon trade, hav- 
ing taken much of the morn- 
ing session to digest the 


EUROPE 

Merger speculation provided 
some sparkle in PARIS but 
with the weak Dow provid- 
ing nothing in the way of 
support, the CAC 40 index 
managed a rise of just 10.93 
to 3,612.50. 

Synth&labo and Sanafi. the 
country’s second and third 
largest pharmaceuticals 
groups, were higher on a 
press report that the two 
groups would finalise a 
merger plan next month. 

Both companies declined 
to comment but Synthelabo 
put on FFr32 to FFr1,110 and 
Sanofi FFr39 to FFr999. 

L'OreaL which owns 56.6 
per cent of Synthelabo, 
closed up FFr68 to FFr3,192 
while Elf Aquitaine, Sanofi’s 

■ ■ !■■« !■!#■ ■■■■■■•■N ■ ■■MVVIlMlaflaa 

The FTSE Euratop 300 index fen 
0.63 or 0.06 per cent to 
1,088X4. See Euro Prices page. 

majority shareholder, was 
FFr26 higher at FFr705, also 
boosted by a report that it 


Stare price (Marita) 


also loom over the economy. Investors in South African 
"According to most eco- gold shares are not cheering 
nomic indicators, there are the rand's unexpected recov- 
vlrtuaily no signs of a eiy against the dollar. For 
revival of the economy.” while other sectors r emain 
points out says Deutsche unscathed, the local curren- 
Fbmir with GDP forecast to cy*s strength will knock the 
shrink by about L5 per rent rand earnings of mines. 
next year, a turnaround in The rand's recovery is not 
activity should, therefore, the only factor weighing on 
not be expected before 2000. gold shares. The dollar price 

of gold bullion has been a 

big disappointment for gold 
bugs. By yesterday's close. 
1 6 I I T I the golds index had lost 

IlJ JLIX V about 21 per cent since Us 

October peak when the bul- 
lion price hit $300 per ounce, 
short-covering and specula- Bullion has since sagged to 
tive buying from a low of about $294 per ounce, drag- 
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s a j ri the significant fall in 
the rand gold price since 
October would take a toll on 
the mines. "Earnings could 
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FI 17.80 on October 2J_ ging gold shares in its wake, the rana goia price since 

Philips, Europe’s largest Gold bugs were not October would take a toll on 
consumer electronics group, impressed by the half- the mines. Earnings could 
gaine d PI 410 or 3.4 per cent hearted rise In the demand halve in the current quarter 
to FI 123-70 on positive senti- for gold when war In Iraq from the high base of the 
meat about new products, seemed imminent, or when previous quarter. 

MADRID finished down turmoil upset global flnan- Nevertheless, he traleved 
slightly after Talefdoica, the dal markets. The rand has the dollar price of gold 
c ommu n icati o ns g r ou p, said failed to come to the rescue would rise nest year. Gold 
it proposed to pay no divi- of gold shares, astonishing shares remained a buyintte 
dend this year. economists with its resil- short term. He said investors 

The Ibex-35 index slid 115 fence. From its record low of looking for short-term per- 
to 8,972.4. Telefonica, which R695 to the dollar at the end formance should consider 
accounts for about a fifth of of August, the currency has the more leveraged gold 
the weighting of the index, strengthened about 17 per counters such as Rand- 


closed down PtalO at 
Pta6J27Q after touching a low 

ulation that it might sen its chief executive Lukas Mueh- of Pta6.H0. 

forest machinery unit to the lemann said that the worst Repsol, the energy group. 


merged Valmet-Rauma 
entity, or that the whole 
company might become part 
of the new group. 

FRANKFURT continued 
on a downward path, as the 
the US rate cut failed to 
spark a turnaround In senti- 
ment. The Xetra Dax index 
closed 17.65 lower at 4.700.69. 


of the world financial mar- was one of a small number 
kets crisis appeared to be of gainers yesterday. It fin- 


over. 

In textiles. Rieter rose 
SFrlS to SFrS25 anil Saurer 
SFr7 to SFr735 as matchmak- 
ers eyed the groups as poten- 
tial merger partners. 

AMSTERDAM slipped 


ished PtalSO or L6 per cent 
ahead at Pta7,610 on expecta- 
tions that it was about to 
buy a stake in YPF, the pri- 
vatised Argentine energy 
concern. 

MILAN ended marginally 


cent Although the rand is 
looking a little shaky again, 
ft is managing to hold gains. 

Analysts are. however, 
optimistic South African 
gold mines will survive the 
rand’s recovery relatively 
unscathed because of ration- 
alisation and restructuring. 

About 90 per cent of all 
South African gold mines 
were producing gold at 
below $300 an ounce in the 


marginally as it continued a down on thin volumes. The second quarter of this year, 


Banks dosed mixed after quiet period that some ana- 


the more leveraged gold 
counters such as Rand- 
fontein. JC1 Gold. Gold 
Fields and Harmony, while 
more conservative investors 
should stick to Anglogold. 

The rest of the stock 
exchange bas benefited from 
the rand’s recovery, as tbtdpP 
Reserve Bank bas responded 
by easing monetary policy. 
The prime overdraft rate has 
been cut to 23.5 per cent 
from a record high of 259 
per cent, and Is set to fell 
further. As a result, indus- 
trial shares have risen about 


effects of Tuesday's rate cut had begun negotiations with being early beneficiaries of lysts think will last until the 


in the US and Canada's own 
reduction early in the ses- 
sion. 

The TSE-300 composite 
index was 30.62 higher at 
6,368.40 in trade that picked 
up to a hefty 60L3m shares. 

Nine of the 14 sub-indices 
opened in negative territory, 
led by a 1 per cent dip in the 
metals and minerals index 
and a near l per cent fell in 


an eye to acquiring Petro- lower US rates. Commerz- 
fina, the Belgian oil group. bank lost DM1.61 to DM52J25 
Bank shares outperformed as investors took profits 
on vague rumours of Indus- after recent gains. Dresdner. 
try consolidation. Socigte by contrast, put on 85 pfg at 
Generate closed FFr15 DM 61.40. 
higher at FFr745 and Paribas The car sector was a bene- 


quiet period that some ana- Mibtel index fell 144 or 0.7 compared with only 35 per trial shares have risen aoout 
lysts think will last until the per cent to 20,775. cent in the first quarter of 25 per cent from the low 

introduction of the European Stores in Telecom Italia, last year. Moreover, some reached in September, 
single currency at the start Italy's second biggest com- analysts are also betting that "Local equity' prices have 
of next year. pany, slid L102 to L12,655 the dollar price of gold wfl] reacted favourably to the 

The AEX index closed 1.73 ahead of a board meeting rise early next year. onset of a Calling interest 

lower at L053.60. today- The meeting is expec- "Gold shares are reaching rate cycle but we're sceptical 


FFr6 at FFr440. 


The recent stabilisation in ted to result in the appoint- 
the share price of Baan, the ment of Franco Bernabe, 


ficiary of a relatively strong software company, proved chief executive of Enj, the oil 


many in the market. "Every- the utilities group. 


one was waiting for the rate 
cut and now that it’s out, the 
market's just drifting, but 
the internet sector is hotter 
than ever.” said Dan Mathis- 
son, head stock trader at 
D. E. Shaw Securities in New 
York. "Investors continue to 
throw money at [internet 
stocks] regardless of volatil- 
ity oC these stocks or the fun- 
damentals involved.” 

The American Stock 
Exchange’s internet index 


In the metals group, nickel 
miner Inco fell 65 cents to 
C$18.10 and Noranda was 20 
cents lower at C$2145. 

The gold and precious 
minerals index bucked the 
trend, jumping 3.5 per cent 
early in the session. 

Among the gold min ers, 
Barrick Gold rose CS2J0 to 
C$34.20 and Placer Dome 
was C$1.30 higher at C$25.90. 

Among individual stocks, 
Repap Enterprises was 


Shares in Faureda, the car dollar. BMW put on DM15 to 
parts subsidiary of Peugeot DM1,130, Volkswagen 
Citroen, were suspended DM1.20 to DM130 and Daim- 
limit down for a second lerChrysIer DM1.10 to 
straight day, extending DM140. 

Tuesday’s 18.7 per cent Drugs and chemicals 
crash. The shares were sub- groups were mostly higher, 
sequentiy requoted and with the exception of 
closed FFr94 or lOJi per cent Hoechst which extended 
down at FFr800. Tuesday's loss after disap- 

The group had been under pointing third-quarter eam- 
pressure after Issuing its sec- ings and its decision not to 
ond profits warning of the comment on rumours of a 


short-lived. The stock closed and gas conglomerate, as 
down FI 4JtO or 16.9 per cent chief executive. 

at FI 21.10 as investors 

reacted to a broker’s down- Written and etited by McfiaaJ 
grade. Morgan, Mfctaael Peri aid Peter 

The shares had rallied on Hafl 


another trough and likely to 
pick up in the new year. We 
should see the index rally 
through the 1,200 mark in 
the first quarter,” said Rob 
Edwards, gold analyst at 
HSBC Simpson McKie. 

Rob Gillan, analyst at 
stockbrokers EWBalderson, 


"Local equity' prices have 
reacted favourably to the 
onset of a Calling interest 
rate cycle but we're sceptical 
about the longevity of this 
run based on interest rates 
alone, as earnings growth 
momentum is only expected 
to pick up in 2000,” said 
BOE Securities economist 
Herman van Papendorp, 

Greta Steyn 


year on Monday evening. 

Euro Disney turned back 
from a high of FFr9 to close 
30 centimes weaker at 


tie-up with France's Rhdne- 
Poulenc. The Hoechst shares 
lost DM1.80 to DM75.10. 
Among utilities, Vlag gave 
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was pushed more than 5 per actively traded, changing 
cent bigber to 475,31 with hands at 9 cents after a num- 
many of the leading online ber of brokerages crossed 
companies making large blocks. 


FFt& 25 in spite of reporting up another DM57 to DM1,060, 
a 34 per cent rise in net extending Tuesday’s loss fol- 


Bogota weakens after 
emergency measures 


BOGOTA Cell 2.4 per cent as 
investors gave tbe cold 
shoulder to emergency gov- 
ernment economic measures 
introduced earlier in the 
week. The IBB index closed 
22.23 lower at 923.22. 

President Andres Pastrana 


actively traded, changing income for 1997/98. 
hands at 9 cents after a num- HELSINKI edged ahead as 
ber of brokerages crossed Valmet and Rauma, the engi- 
large blocks. neering groups, continued to 

benefit from their announce- 
I p ment that they planned to 

b'Afl C Q ftpr merge. The Hex general 
IVV liO mex finish ed up »4.17 or 1.9 

on per cent at 4511.9. 

IlCdiSLirCo Valmet finished FM5 or &3 

per cent higher at FM65.50, 
renewed optimism about the on top oC Tuesday's 1422 per 
economic outlook. The Bov- cent rise, while Rauma 
espa index climbed 268 to ended FM4.50 or 6.9 per cent 


8,598, taking its cumulative 
rise over tbe last three days 
to UL9 per cent. 

Tele Norte Leste was a big 
gainer, with its preferred 


higher at FM70, adding to 
the previous session's 22.4 
per cent surge. 


lowing confirmation that it 
was in talks with Alusuisse 
on co-operation. 

Deutsche Telekom lost 
DML1S to DM45.61 on com- 
ments by the chief executive 
that the recently announced 
tariff cuts would place a 
large part of its profits at 
risk. Ron Sommer said that 
in order to overcome the risk 
to profits, tbe company 
would have to cut costs and 
re capt ure market share. 

ZURICH put in a confident 
performance, spurred higher 
by selective demand in the 


What future for Asian Telecoms? 


declared 3 limited state of shares climbing R$1.50 or 


emergency on Monday allow- 
ing him to decree a series of 
laws aimed at bailing out the 
financial sector. 

SAO PAULO jumped 3.2 
per cent as foreign investors 
bought into tbe market on 


10.1 per cent to RS16.30. 

BUENOS AIRES edged 
down on profit taking, end- 
ing a sequence of rises in the 
run-up to Tuesday's cut in 
US interest rates. Tbe Mer- 
val index fell 0.83 to 476.19. 


The merger wfl] create one financial sector. The SMI 
of the world’s largest produc- index dosed 61.9 higher at 
ers of forestry equipment 6,850.9. 
and papermaking machinery UBS put on SFr7.50 to 
with a market capitalisation SFr39£50 in further response 
of FM7bn and sales of to Tuesday’s nine-month fig- 
FM23bn. ures which were to line with 

Partek, the construction expectations, 
group, climbed FM2.40 or 5.1 CS Group was SFr2.50 
per cent to FM49.90 on spec- higher at SFT206.75 after its 


Tokyo scales two-month peak 


ASIA PACIFIC 


Shares in TOKYO rose to 
their highest level for more 
than two months, led by 
short -covering in the Nikkei 
index futures market, writes 
Naoko Nakatnac. 

Investors rushed to fill 
their arbitrage positions as 
Nikkei futures surged ahead. 
The market also benefited 
from the decision by the US 
Federal Reserve to cut inter- 
est rates on Tuesday. 

The Nikkei 225 average 
climbed 186.23 or 1.3 per cent 
to 14.559.23 after trading 
between 14.383.36 and 
14,701.45. 

Other indices were higher, 
with the weighted Nikkei 300 
index rising 1.1 to 222.67. 
while the broader Topix 
index of first-sector stocks 
climbed 5.77 to 1,113.43. Vol- 
ume was moderate at 477m 
shares, with 818 Issues rising 
and 344 falling. 

Export-oriented stocks 
were buoyant. Nissan Motor 
rose Yll to Y342. Sony was 
up Y230 to Y8.510 and Honda 
Motor gained Y100 to Y4.330. 

But Pioneer Electric, 
which announced an 11.8 per 
cent drop in its first-half con- 
solidated pre-tax profit on 
Tuesday, saw its shares fell 
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4.8 per cent or YllO to 
Y2.175. Nintendo, whose 
operating profits also dipped 
In the first six months of the 
year, saw its share price lose 
4.4 per cent or Y500 to 
Yiojrro. 

In Osaka, tbe OSE Index 
was up, rising 243.78 to 
15.030.29. 

JAKARTA ended sharply 
higher in spite of continued 
protests in the city centre by 
students demonstrating 
against the security forces, 
which last week killed sev- 
eral pro-reform campaigners. 

The composite index 
closed up 13.79 or 3.9 per 
cent at 369-99- Dealers said 


the rise was founded on 
Tuesday's US interest rate 
cut. gains by the rupiah and 
a fall in the number of 
clashes between pro-democ- 
racy protesters and govern- 
ment forces. 

Large volumes of blue-chip 
stocks were bought yester- 
day. and those holding large 
dollar debts were particu- 
larly heavily bought. The 
most actively traded stock 
was Bank Internasional 
Indonesia, which rose Rp50 
to Rp20O. 

MANILA closed at its 
highest level for more than 
four months, buoyed by 
Tuesday’s US rate cut. 

The composite index fin- 
ished 4194 or 2.3 per cent 
higher at 1 .820.77, compared 
with its July 9 closing level 
of 1,828.40. 

Property companies and 
banks prospered on news of 
the rate cuts. C&P Homes, a 
housing developer, jumped 
0.22 pesos or 20.4 per cent to 
1.3 pesos, while Fillnvest 
Land gained 0.34 pesos or 
14.4 per cent to 2.70 pesos. 
FiJ-E state Land rose 0.07 
pesos or 8.6 per cent to 098 
pesos. 

KUALA LUMPUR was 
lower, unimpressed- by the 
cut in US interest rates and 


unmoved by news from the 
Asia-Pacific Economic 
Co-operation summit. 

The composite index fin- 
ished 5.78 or 1.3 per cent 
down at 45894 to a consoli- 
dation after its recent 
uptrend. 

Shipping companies were 
actively traded, led by PDZ 
Holdings which rose 4 cents 
to SSI 94. 

SINGAPORE closed ahead 
led by property and banking 
shares, with the Straits 
Times index closing up 35.94 
or 29 per cent at 1971.70. 

The prime rate cut by DBS 
Bank, by half a percentage 
point to 6 per cent encour- 
aged active buying. The 
property index rose 6.7 per 
cent while the hanfctog index 
gained 5.5 per cent 

Keppel Land was among 
the most actively traded, ris- 
ing 9 cents to S$1.78 and 
DBS Land adding 17 cents to 
SS2-17- 

KARACHX was lower as 
investors booked profits in 
blue chips and the market 
remained cautious, awaiting 1 
a resolution to the row over 
tariffs between the govern- j 
ment and the independent 
power producers. The KSE- 
100 index fell 17.44 or 39 per 
cent to 96095. 
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Brakes are put 
on spending 

The chill wind of recession is threatening to biow 
around all corners of the world, prompting many 
companies to ask their staff: ‘Is your journey really 
necessary?’ Amort Cohen reoorts 
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Tighten those belts, batten 
down the hatches - reces- 
sion may be on its way and 
corporate travel, as ever, is 
one of the earliest casualties. 
Carlson Wagonltt Travel, 
one of the world's top three 
^7 business travel agencies, 

’ V reports that expenditure by 

.1 clients is 10 per cent down 

7" on last year. 

7 - Some companies, includ- 

a lug Philips, have effectively 
it put a blade on all but essen- 
' c tial travel until the end of 

777 ‘ the year. “It is not a total 

:rr ban, but it is near enough, 1 ' 

says Herman Mensink, direc- 
tor of worldwide corporate 
travel for the Dutch elec- 
tronics group. 

“Our travellers now need 
T - three extra levels of 

-- approval for their trips, and 

it is the same with most 
other Dutch companies. 
People may think we are 
' i over-reacting, but we want 

to repair the roof before it 
starts to rain." 

Business travellers will 
therefore find a multitude of 
restrictions raining down on 
them as companies shrink 
budgets over the coming 
months. Most simply, they 
will be asked whether they 
'^jreaHy need to travel in the 
v first place. One measure 
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being introduced by Philips 
is persuading just one 
employee to make a trip 
when previously three or 
four colleagues would have 
travelled together. 

Carlson Wagonlit also 
reports that average ticket 
prices rose only 1 per cent in 
September, compared with a 
year ago. That compares 
with a year-on-year rise of 7 
per cent in the first half of 
1996 and 13 per cent in 1997, 
when the global economy 
was booming. 

There are two main rea- 
sons for this deceleration, 
which could well turn into 
an actual drop in average 
prices. One Is that business 
travellers are returning to 
the economy class cabins 
they have not seen since the 
Gulf war recession ended. 
According to Mike Platt, 
director of commercial 
affairs for BT1 UK Hogg Rob- 
inson, among the first to suf- 
fer demotion this time round 
have been travellers 
employed in the financial 
sector. 

Much of the pressure to 
downgrade is bring exerted 
by individual bndget-hold- 
ers, according to American 
Express's Europe director of 
air purchasing, Kyle Davis. 


“Even If the official policy is 
business class, managers are 
telling travellers that if they 
want to attend that meeting 
in New York they will have 
to fly economy," he says. 
“We are seeing tighter con- 
trols being introduced at 
national and cost-centre lev- 
els rather than at a global 
level. 

There is. however, a ray of 
hope for corporate travellers 
that they can retain their 
business class status even as 
managers trim budgets. Sim- 
ple laws of supply and 
demand mean that airlines 
which turned up their noses 
at the Idea of giving corpo- 
rate discounts a couple of 
years ago are now falling 
over themselves to negoti- 
ate. 

“Opportunities for savings 
are going to be so much big- 
ger now that there will be 
more empty seats," says Mr 
Davis. “When the pie starts 
to shrink they all want a big- 
ger piece of it Airlines are 
becoming much more 
aggressive on routes where 
they are not strong." 

The anticipated surge in 
corporate deals with airlines 
will mean that even if tiny 
are able to stay at the front 
of the aircraft, travellers will 



be given less latitude In 
their choice of carrier. 

“Earlier in the decade 
companies went from having 
no travel policy to creating a 
recommended policy,” says 
Mr Platt. “Now they are 
moving from recommending 
policy to mandating it. 
Instead of saying ‘please win 
you fly on this airline’, they 
are saying ‘you will fly on 
this airUne'." 

Prices are also starting to 
soften in the hotel market 


Since the mid-1990s Hong 
Kong and London have been 
two of the most difficult 
cities in which to find a bed. 
Rooms are now freely avail- 
able in Hong Kong - and at 
reduced prices. 

London is also expected to 
slacken, though from an 
even stronger position. Occu- 
pancy in recent years has 
approached 90 per cent at 
top establishments In the UK 
capital. Hotels - may agree to 
slightly better corporate dis- 


counts and there will now be 
last-minute availability. But 
do not expect a return to the 
Gulf war extreme of travel- 
lers walking up to the front 
desk ami naming their price. 

Negotiating corporate dis- 
counts and tightening policy 
will undoubtedly intensify, 
but travel managers are also 
looking to take the war on 
travel costs to new battle- 
grounds. 

“Cost-consciousness has 
been with us at least since 


the Gulf war and Is here to 
stay," says Andrew Fletcher, 
chairman of the Business 
Travel Liaison Group, which 
represents two dozen of the 
largest travel purchasers in 
the UK. “What wo ore now 
looking at is making addi- 
tional savings through pro- 
cess Improvement. 

In particular, the BTLG 
has witnessed companies 
putting more and more of 
thoir travel and entertain- 
ment expenditure through a 
corporate payment card, 
especially by using lodged 
accounts. A lodged account 
is a single, notional card 
which a company places 
with its travel agent and 
through which it books all 
Its travel requirements. 

"Lodged accounts relieve n 
company of many transac- 
tion costs." says Mr 
Fletcher. “They also auto- 
matically generate expense 
reports for the traveller." 

All the traveller has to do 
is add expenses not incurred 
through the card and 
remove those which were for 
personal use before des- 
patching their reports elec- 
tronically for approval. Com- 
panies are also finding card 
data helps them gain a much 
more accurate idea or their 
spending patterns, which 
enables them to negotiate 
more precisely. 

A more heavily hyped 
transformation of the travel 
process for which Mr 
Fletcher has rather more 
mixed feelings Is self-service 
reservations. Ever since cor- 
porations embraced the 
internet there has been 
much trumpeting of the 
potential for travellers to 
book trips from their desk- 
top PCs, thus eliminating 
in-house travel staff and 
reducing transaction fees 
paid to travel agents. 

There were initial fears 
that without human inter- 
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vention such systems would 
enable travellers to circum- 
vent travel policy, but the 
latest generation of systems 
have policy controls built in. 
allowing bookings to he 
made only If they are with 
approved carriers and in the 
appropriate class. 

In spite of the apparent 
appeal of self-service rvser- 
rations they haw been slow 
to materialise, particularly 
In Europe. Part or thu reason 
has been the pre-occupation 
of IT deportments wtth other 
issues, such ns Year 2000 and 
the single European cur- 
rency. However, thcro U also 
a marked reluctance among 
travel professionals to 
embrace the new technology. 

“IT may produce savings, 
but 1 would not get too 
excited about lt.“ says Mr 
Fletcher. "There is likely to 
be some use for simple point- 
to-point tie. there and back) 
reservations, but until we 
get a system that Is demon- 
strably quicker, easier and 
cheaper than using the tele- 
phone. I think we wilt be 
quizzical about it." 

His views are echoed by 
Mr Platt “The systems are 
not cheap and they can use 
up a lot of the traveller’s 
time." he says. 

The same scepticism 
applies to vidoo-conferenc- 
Ing, the much-vaunted neme- 
sis of physical travel. Phil- 
ips's Mr Mensink is not so 
sure. “We are heavily promo- 
ting video-conferencing, and 
it is being used, but It Is 
hard to measure whether it 
is bring used as well as, or 
instead of, business travel," 
he says. 

Business travel may cost 
corporations dear but can 
they afford to be without it? 
This time round, unlike the 
Gulf war period, companies 
are likely to find ways to 
purchase more smartly 
rather than stop travel." 
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When you're tied up, you cant 
always reach the phone- That’s why 
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PARTNERS APART by Rachael Jolley 
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When there’s a feeling of guilt 


The need to juggle 
work commitments 
and home life can 
be stressful for all 
parties involved 

Ray Eglington missed his 
wife’s birthday and their 
wedding anniversary last 
year - he was away on 
business trips Tor both 
occasions. 

While he. like many 
others, might tr> to 
compensate by arriving 
home with presents or 
celebrating early, there is no 
way ol avoiding that 
pit-of-the-stomach reeling os' 
letting someone down and 
wishing yourself at borne 
rather than alone in a hotel 
room with a room service 
dinner. 

“I probably end up spend- 
ing more money because 1 
feel guilty that ! missed 
things." says Mr Eglington. 
He thinks Lhe expensive gilt 
and chocolate shops in air- 
port departure lounges profit 
from business travellers' 
efforts to make amends with 
their families by arriving 
with armfuls ol‘ presents. 

Mr Eglington. a direct' ir at 
public relations company 
Charles Barker, lias been 
away from home at least 
once a week lor the Iasi live 
years, mostly on short-haul 
trips to Brussels but ccca- 
sionallv on longer business 
trips to Asia and the US. 
"One client insisted that 
meetings started at 9am. so 
it was a case of ainavs hat- 
ing to fly out the mglii 
before. After the meeting 
there would be a business 
dinner and I would eventu- 
ally get home at 10pm. 

“The whole experience 
becomes pressured. We trav- 
elled on Virgin Express to 
Brussels and there were 
always delays. It just adds to 
the time and pressure.'' 

it was the travel policy ol 
his then employer not to 
allow stall to switch to 
another airline, and tliai 
involved tratel to Heathrow 
from Mr Eglingtons Oxford- 
shire home when Birming- 
ham would have been nearer 
and easier. H tnok time to 
persuade the company to 
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Super party 
or one big 

headache? 

Extravagant plans for celebrating a nev 
year in special style look as if they rna^ 
watered down as reality takes a hold 
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Loneliness 


of the road wanton Some are wondering if a new EU efir 

mm * «"• m w 1 « 



directive on working time vriB have an impact on their fines 


change the policy. 

"More business people 
travel than five years ago. 
bur few do it as much as I 
do.'' $a\ s Mr Eglington, who 
is concerned about the 
impact uf his regular busi- 
ness trips on his ability to 
help his wife look after their 
first child. 

“When ray wife first told 
me she was pregnant 1 had 
just gut back from a few 
days away and she had to 
wake me up to tell me the 
news." he says, illustrating 
the point that even when 
travellers eventually get 
home it takes time to 
recover from the pressures 
of a trip. 

"It makes an impact on 
your social life - I was away 
at least part of 12 weekends 
Iasi year. You can't plan to 
go away or have friends 
around 

"Now we are going to have 


a chil d I can see it having an 
even bigger impact I can see 
myself missing Important 
moments - like the baby's 
first word, and that would be 
awful.” 

Mr Eglington says many 
employers still see interna- 
tional travel as a perk when 
essentially it means working 
longer hoars. 

Joan Scales, travel man- 
ager at the Irish Times, is 
sometimes able to take her 
children with her on trips 
and then adds on a week- 
end's holiday. Ms Scales, 
who has two children, says: 
"It must have an impact on 
your famil y life. You have 
an awful lot of organising to 
do before you leave, just get- 
ting the home ready, organ- 
ising school lunches and 
laundry." 

Employers understand 
that business travel affects 
their staff's personal lives, 


but that does not mean it 
makes them more likely to 
be flexible, Ms Scales 
believes. It is not as though 
they are going to say: “Oh. 
it’s your husband's birthday; 
you don't have to go.” Ms 
Scales says: “It's part of your 
job; if you are a road warrior 
you have to go." 

It is essential that employ- 
ers recognise that their staff 
are part of a family and need 
to keep in touch. “Personal 
calls home should be paid 
for by the company. That 
shouldn't be a problem," 
says Ms Scales. 

Some business men and 
women are wondering if the 
EU Working Time Directive 
w01 have an impact on the 
number of hours they spend 
travelling. “You can end up 
working an 18-hour day,” 
says one. Another suggests 
that there could be much 
more flexibility about com- 


ing back to the office the day 
after a trip. 

While fiequent-Qyer points 
are seen as one perk of a 
business traveller's lifestyle, 
few seem to find the oppor- 
tunity to spend them. Fitting 
that weekend away into a 
busy life, especially if both 
partners work, is an almost 
impossible business. 

Arranging for a partner to 
join the trip and stay out for 
a few days' break also hap- 
pens infrequently. “We have 
only managed it once in Eve 
years," says Mr Eglington. 

Scheduling holidays can 
also prove a problem. 
Research by Hyatt Hotels 
found that arguments 
between couples often 
stemmed from senior execu- 
tives having to work during 
a holiday. Top executives 
were more likely than mid- 
dle or lower managers to 
have to cut a holiday short 
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because of work pressures. A 
quarter of executives inter- 
viewed said work interfered 
with their family trips. 

Experts see the regular 
absence of one parent, due to 
business travel, changing 
the relationship between the 
parents and their children. 
Psychologist Dr Dorothy 
Rowe says “It's very difficult 
for a family to develop as a 
group when one of the par- 
ents is simply not present. It 
can lead to a lot of con- 
flicts.” 

Children can see the 
returning traveller as “the 
good guy”, coming home 
loaded with presents, while 
the parent coping at home 
has to inflict discipline and 
sort out day-to-day problems, 
she says. “The one who is 
away a lot often doesn't 
have to do a lot of the 
domestic chores, like shop- 
ping." 


FOCUS GROUP by Scheherazade Daneshkhu 


Service to remember 


or maybe forget 


For a while it looked like 
hwn g the most extravagant 
corporate bash ever seen. 
Companies would fly valued 
distributors and clients to 
the Pacific to catch the first 
glimmering of the new mil- 
lennium as the sun rose over 
an ocean of champagne. 
Then reality set in. 

It was not just the “millen- 
nium bomb" - the Y2K prob- 
lem - that dampened the 
early fires of enthusiasm. 
There were so many other 
uncertainties, not least the 
question whether hoteliers 
and restaurateurs would 
! open at all on the night of 
! January 31 1999. One recent 
assessment in the UK 
suggested at least half had 
yet to make up their minds. 

The reason so many are 
undecided is that they can- 
not work out the equation 
between cost and demand. 
Clearly they will need to 
1 offer expensive bonuses if 
, they are to persuade enough 
employees to work. The 
manager of one European 
five-star hotel even consid- 
ered flying in Middle Eastern 
staff, for whom the date 
bears no significance. Enter- 
tainers are asking three 
times their usual fees. 

Then there is the issue of 
Insurance, it should he possi- 
ble to arrange cover for med- 
ical treatment arising from 
accidents in which the 
“bomb“ is a fee tor. but it 
will be more difficult to 
ensure against travel delays 
or disrupted festivities. 

“This was going to be the 
biggest Jamboree ever in the 
world of corporate entertain- 
ing," says Sarah Webster, 
executive director of the 
UK's Incentive Travel & 
Meetings Association. 
“There were going to be 
events on the International 
Date Line, parties celebrat- 
ing the event in several dif- 
ferent places. 

“But who wants to spend 
thousands, maybe millions. 


Despite such reassurances, 
however, some airlines ore 
still undecided about how to 
organise their schedules, and 
it seems unlikely many win 
risk having aircraft in the 
skies for several hours either 
side of midnight. 

Among those still express- 
ing concern is KLM, whose 
millenn ium communications 
officer. Hugo Baas, says: 
“We will do everything to 
ensure normal operations - 
but there are so many out- 
side influences and we will 
fri-p all measures necessary 
for safety, even if we have to 
ground aircraft on certain 
routes.” 

While the Association of 
British Insurers thinks it 
likely that members will 
exclude travel delays, Brian 
Kirsch. managing director of 
London-based Applewell 
Insurance Brokers, is more 
optimistic. “It depends.” he 
says, “ir you satisfy the 
Insurer that the risk is 
acceptable and can be mea- 
sured, that you have done 
everything you can to limit . 
it. and that the is a limit to ' 
the potential loss, it may be 
possible to get cover. 

"What the insurance 
industry does not want to do 
is to take on what we call 
the moral hazard - people 
acting differently because 
they have insurance.” 

The cloud of uncertainty is 
thickened by the big hotel 
groups, most of which 
remain remarkably reluctant 
to discuss likely events at 
their properties. Neither 
Hyatt nor Hilton, for exam- 
ple, is yet able to provide 
any details. 

Peter Richardson, partner 
in Fanfare 3000, which speci- 
alises in corporate entertain- 
ment. believes companies 
will steer clear of the cele- 
brations and stage parties to^ 
herald the mille nnium in the^: 
new year - probably in sum- 
mer when open air events 
are possible. 
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of pounds when the lights Even if companies do want 
may go out or the lifts may to sponsor events on tbe big 
not work. Besides, we don't night itself, planning will be 
even know yet whether extremely difficult. "On one 


there are going to be any 
aircraft in the sky.” 

The aviation industry is 


Does the perfect business 
hotel really exist'.' That was 
a question, on the face of it a 
simply enougu one asked b\ 
a business travel maiauiuie 
recently 

At a recent locus group 
held at the London Hyatt 
Carlton Tower. Financial 
Times reader volunteers 
discussed the future uf 




t—t . , -i-i_ _ ■ j- - hotel gym after a work-out. manager of the Hyatt Carl- leges such as room upgrades aircraft in the sky.” 

FT readers give theil views on business travel. Their discussions All agreed that having a ton Tower, used the examp le and late check-out were The aviation industry Is 

show that you CanncT please all the people all of the time permanently-staffed technol- of the evening turn-down regarded as more worth- among the most advanced in 

ogy help desk would be a service to illustrate the while. There was enthusias- heading off potential snags, 

business travel and the time he went out running in great service to help with dilemma for hotel managers tic support for the idea of While reports persist of corn- 

services they liked or Boston and returned to his computer problems and the in gauging what their guests hotel points providing non- placency elsewhere, it has 

dioliked The participants hotel to find a man at the recharging of mobile phones, wanted. Some regarded it as travel benefits, such as committed enormous 


came from a cross-section of door holding a bottle of Most agreed, too, that even if 
businesses, including large mine ral water and a basket hotels provided a desktop 
corporations such as Chase of towels. computer, they would still 

Munhattnu bank to small Another said he had been need to take their laptop 
limited companies. impressed when he was with them to use at meetings 

The volunteers given a fresh T-shirt to and in airport lounges, 

remembered outstanding c hang e into as he walked There was also uni versa] 
service. One spoke about the out of his Hong Kong acknowledgement that hotel 


an invasion of privacy and 
an unnecessary disturbance, 
but if the hotel removed it 
others interpreted it as a 


opera or World Cup football 
tickets. 

Airline miles were far 
more valued for their use in 


committed enormous 
amounts of money to ensure 
that airline operations and 
those of their many suppli- 


hand people have no idea 
what the demand for enter- 
tainment is going to be; on 
the other, nobody has any 
idea what thing s are going 
to cost,” says Mr Richard- 
son. 

"If the price oF holding 
events is two, three or even 
four times the norm, they 
may not be able to claim it 


>ssed when he was with them to use at meetings reduction in service levels, holiday travel, although 
. a fresh T-shirt to and in airport lounges. One of the FT forum parti cl- some airlines were criticised 

re into as he walked There was also universal pants said his wife had been for poor redemption rates, 
of his Hong Kong acknowledgement that hotel impressed when tbe maid Tbe establishment of a dear 


holiday travel, although sensitive embedded systems, 
some airlines were criticised British Airways is spending 


ers are not affected by time- against tax." Besides, compa- 
sensitive embedded systems, nies know this will be a 
British Airways is spending night most people will want 
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swimming pools and health had laid out the night- mg house for swapping 
clubs should extend their clothes, found her book and unused frequent flyer points 
opening hours, and Irritation put that with them. would be a welcome develop- 






over widespread high tele- 
phone charges. 

But there was no agree- 
ment on what constitutes 
the perfect business hotel - 
it meant different things to 
each traveller. 

Some said they went out of 


some £100m For American 
Airlines and its s ubsi diary, 

the Sabre computer reserva- 
tions system, the bill is 

usfaoom. 

The two leading mannfar . 


A notice in the room invit- menL The two leading mannfar . 

ing guests to call if they Although all agreed that hirers of airliners. Airbus 
want a turn-down might the cost of fully flexible Industrie and Boeing, claim 
seem the perfect compromise European air tickets was the few items of onboard 
- but some guests would outrageously high, few liked equipment which are date- 
regard that as churlish sear- the idea of travelling for sensitive are being 'doctored' 
vice provision. business on low-cost carrl- and that they are not critical 

More generally, the expert- ers. Sacrificing comfort and to safety in any case. Airbus 
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their way to avoid large enced travellers found busi- reliability for cost did not has made test flights durin g 
chains, prefering intimate ness travel a chare unless it seem worthwhile. which the aircraft's clock 

hotels with good restau- was to a new destination. The internet was seen as was allowed to tick over 

rants; others rated the reli- hence the desire for maxi- useful for che ckin g and gath- from December 31 1999 to 

ability of the larger chains, mum convenience and com- ering information but none January l 2000. It says there 

particularly In developing fort They disliked having to felt it was reliable enough were “no failures, wartimes 
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countries. fill in passport details when 

Same wanted a borne away arriving at their hotel and 
from home, while others appreciated good frequent 
wanted more of an office flyer lounges - to the extent 
away from the office. One that they would avoid cer- 
said the perfect hotel would tain airlines if their lounges 


to spend with their fami- 
lies." 

As an example of the diffi- 
culties facing party plan- 
ners, he cites efforts to book 
a military band for a London 
hotel. The hotel's manage- 
ment, he says, may have to 
wait until midway through 
1999 to find out whether the 
band will be available - or 
will be needed for some state 
event. 

Many well-heeled private 
revellers have brushed aside 
all the millennium uncer- 
tainties, however. Luxury 
cruise line Silverseas reports 
that customers have been 
quite happy to stump up 
$5,000 deposits to secure cab- 
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provide access to a 24-hour 
office suite while the room 
would be solely for relax- 
ation instead of a half- 
hearted attempt at providing 
office facilities. 

Michael Gray, general- 


Weekend FT 
Travel 

Supplements 


The weekend FT will be 
publishing pull-out travel 
supplements covering 
holiday Ideas from long 
haul and short haul to 
dty breaks ami siding 
on the following dates: 

January 16 1999 
February 20 1999 
May 8 1999 
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were not up to scratch. booking. 

Hotel loyalty programmes The idea of using tb 
were regarded as unexciting, net to search for the 
"They tend to give you more est deals appealed but 
nights in the same hotel, supplied by an indep 
which doesn’t motivate," business in a reliable 
was one comment - privi- and user-friendly way 


teu tt was relia ble en ough were “no failures, warnings that customers have been 
yet for booking travel. For or problems of any kind". quite happy to stump up 
that to happen it would have Safety organisations are $5,000 dejwsiLs to secure cab- 
to respond to a booking running similar checks. The ins on the two ships which it 
order with confirmation and UK Civil Aviation Authority will send across the Interna- 
reservation details, in much has already tested 18 of its tional Date Line at midnight 
the same way as a telephone main software systems. The total cost of the trip will 

. . including one which supplies be at least $25,000. And the 
The idea of rasing the inter- an aircraft's rail sign, height Grand Suite on one of the 
net to search for the cheap- and destination so that air vessels. Silver Wind was 
est des^ appealed but oifly if traffic controllers have more booked some time ago' by a 
supplied by an independent to go on than just blips on couple who oaid nearly 
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and user-friendly way. through," says a spokesman, full. 
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Pay your money, Passengers not convinced 
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f LClJvC V V J Lll tv ll V ) lL/C When Erik Strand, senior r - — . co-ordinating flights and BA fflUa 

J V/ VI1VXVV vice-president of Scandlna- f 1 sharing revenues. However, mate ** 

c-._t.~-_ /cac\ 1 «... ■ jmbhu ft a»lCP I ilvTinoc haup olH thfiV HUQill Sit L/50C10I1 S RC3U 


Travel organisers may well be attracted by 
budget offers, but lack of flexibility means 
they are not always the most suitable 


Bridge the World, a travel 
agency specialising in cheap 
tare® to long-haul destina- 
tions, recently offered Lon- 
donnSydney In business class 
for £1,835 return. The same 
route in business class 
would cost around £4.000 il 
purchased direct from Brit- 
ish Airways, 

Apart from sharing the 
, same cities and the same 
l^lass of travel, however, 
(v^nese two fares have little in 
'Common. The BA service 
flies direct to the southern 
hemisphere and is fully flexi- 
ble - it can be altered or 
cancelled at no charge. Fur- 
thermore, BA flies to Sydney 
two to three times daily in 
association with Qantas. 

The fare that was offered 
by Bridge the World was 
what is known as a whole- 
sale. or consolidated, fare. 
Essentially a sale of dis- 
tressed inventory, airlines 


which know they are not 

going to All their cabins 

offload seats at knock-down 
prices to travel agents, who 
sell them on to the public at 
a mark-up of 5 to 9 per cent 

In this case, the' Sydney 
flight was via Vienna with 
Austrian carrier Lauda-Air. 
which operates onward ser- 
vices to Sydney only twice a 
week. The ticket could be 
transferred to another Lauda 
flight but not to another air- 
line. 

Such is the dilemma of 
cheap Tares for the corporate 
traveller. They can halve 
your travel bill but double 
the inconvenience of flying. 
Fully-fledged business travel 
agencies offer consolidated 
fares but their inflexibility is 
one of the main reasons why 
they only account for 10 per 
cent of sales at BT1 UK Hogg 
Robinson, even though Hogg 
earns its income by cutting 


NEWS IN BRIEF 


by Roger Bray 


^Medical help is 
on the increase 


The odds against surviving a sudden, drastic illness in flight 
continue to shorten. Dubai-based airline Emirates is tbe 
latest to sign up with the MedLink Center, which prorides 
round-the-clock medical advice to pilots and cabin crew via 
satellite telephone links from its base in Phoenix, Arizona. 
The captain can then use that advice to assess whether an 
emergency diversion is necessary. 

The airline already carries defibrillators, which can be 
used to restore the heart’s normal rhythm. Though the 
equipment does not help in every case. Emirates claims it 
saved one passenger’s life recently. 

Meanwhile, Remote Diagnostic Technologies, based in 
Hampshire, southern England, has designed a new system 
for sending crucial medical information to the ground by 
modem, it incorporates an electrocardiogram and enables 
doctors at base to monitor the patient's heart rate, blood 
pressure and oxygen and temperature. 

Such devices have existed for some time but the company 
s|C . this one is different because the lid which contains the 
screen is removable and can stand alone, alto wing great 
flexibility in tight spaces on aircraft and because it has an 
apron which fits under the patient's arms, which contains 
the 12 electrocardiogram contact leads needed to make an 
accurate assessment when a passenger suffers heart 
problems. 

Raw deal for vegetarians 

Conference delegates are becoming increasingly health 
conscious, a survey suggests. The average proportion 
requesting vegetarian food has risen to 20 per cent, but a 
poll of UK conference organisers by London-based meetings 
specialists Banks Sadler round only 47 per cent of venues 
provided tbe right kind of meals, offered with “the right 
attitude**. 

Vegetarians, it seems, are often served after their 
fellow-diners and must sometimes put up with sometimes 
"insulting*’ dishes. In one report instance the?' were simply 
-given the vegetables which accompanied the meat. 

{ m Hotels and other caterers may need to sharpen up their 
■ act. Almost three-quarters of the organisers thought demand 
for vegetarian options would increase rapidly. 

Dealing with unsavoury passengers 

KLM is using actors to simulate ugly incidents involving 
unruly or violent passengers. Their role will be to 
demonstrate to cabin and ground staff ways of handling 
customers who ignore requests to tone down their 
behaviour. The series or “dealing with aggression" classes 
will demonstrate methods ranging from a polite refusal to 
serve any more alcohol to snapping on handcuffs. 

The Dutch airline, which carries around 15m passengers a 
year, reckons to deal with some ion problem passengers a 
month. Last year 10 hod to be handcuffed. Drink is a prime 
cause. 

New shuttle at LAX 

Polls among business travellers continue to suggest that few 
perceive any substantial benefits from airline alliances, but 
they do bring some modest advantages. 

For example. Air New Zealand, which is due to join the 
group of carriers known as the Star Alliance in Jamuiry. has 
teamed up with Air Canada to launch what they claim is the 
first free, privately-owned and operated ground shuttle at 
Los Angeles International airport. The aim is to ease 
transfers between their flights and those operated by other 
j -members of tl>e group. It runs between 10am and 10 pm and 
‘ -Sbnnects Terminal 2. where its two operators are based, with 
Terminal 7. which is used by Lufthansa and United Airlines. 

S 

Accor moves into Manhattan 

The French Accor group is building a new hotel in 
Manhattan. Due to open in 2000, the 400-room Safi tel will rub 
shoulders with tbe Harvard and New York yacht clubs on 
44th Street, between Fifth and Sixth Avenues. 

Accor says the facade fronting the first four floors will 
have n traditional look but above them a 30-storey curved 
tower of limestone and glass will add another distinctive 
profile to the skyline. The company promises a touch of 
Paris, with floor-to-ceiling windows in its brasserie-style 
restaurant which can be opened onto the street in fine 
weather. Among the meeting rooms will be one with video 
conferencing equipment. 

Cape price war on horizon 

Cape Town hotels could be plunged into a price war as 
developers plan to open yet more new properties next year. 
i .net year the average amount paid Tor a room there 
increased by 10.3 per cent in US dollar terms despite a fall of 
C, 7.7 per cent in occupancy, says a report on Africa and the 
^ Middle East from hotel industry consultants Pannell Kerr 

Forster. . . 

More than 2,000 rooms have been added m the past two 
years, although the fall impact of over-supply is not likely to 
be felt until 1999, when there will be further new openings. 
The report says that hotels on the Victoria & Alfred 
Waterfront have done better than those in the city centre. 
However, it is not clear what effect what effect the recent 
bombing of Planet Hollywood there will have on 
neighbouring businesses. 


travel budgets for clients. 

“Flying indirectly is great 
Tor the budget holder, but for 
the traveller it can be hard 
on the body." says Tom 
Stone, travel manager for 
SmithKIine Beechara. “When 
we compare consolidated 
fares with published fares, 
we have to factor in the 
inconvenience." 

American Express’s Euro- 
pean director of air purchas- 
ing, Kyle Davis, says: “The 
value of consolidated fares 
depends on whether the cor- 
porate culture is more 
geared towards maximising 
savings or looking after the 
needs of Its employees. It 
also depends on whether the 
traveller has tbe sort of 
schedule that is liable to 
last-minute changes." 

Mr Davis also points out 
that restricted fares nor- 
mally give no frequent-flyer 
points and sometimes even 
deny access to business-class 
lounges. As a further note of 
caution he urges against 
using them to developing 
countries, where it is advis- 
able to keep options open for 
rapid retreat with other air- 
lines. 

Jerry Bridge, managing 
director of Bridge the World, 
acknowledges ail these limi- 
tations but argues that there 
is a market for consolidated 
fares. “A lot of business 
people come to us because 
we can offer better deals 
than they receive from their 
in-house travel agent," he 
says. “The person who 
arranges travel in any large 
company should have the 
telephone numbers of a cou- 
ple of consolidators with 
whom they can compare 
fares.” 

However, consolidated 
fares may not even save a 
company money in the long 
run. Must companies which 
spend £100.000 or more per 
year on travel have at toast 
one or two deals in place 
with preferred carriers. To 
earn its rebate at tbe end of 
the year tbe client has to 
deliver an agreed minimum 
volume of business. 

“If you use consolidated 
fares heavily you have to be 
careful not to miss your tar- 
gets with preferred suppli- 
ers." says Richard Lovell, 
executive vice-president for 
northern Europe at Carlson 
Wagonlit Travel. That Is 
why many corporations - 
especially in the US - are 
now attempting to negotiate 
private net fares with air- 
lines, essentially a blend of 
the wholesale fare and pre- 
ferred carrier principles. 
Instead of giving a rebate at 
tbe end of an agreed period, 
the airline gives the corpo- 
rate client on up-front dis- 
count on each ticket 

“Not fares cannot be used 
on any other carrier but 
they are otherwise pretty 
flexible." says Mike Platt, 
Hogg’s commercial director. 
“They are particularly 
attractive in times of eco- 
nomic difficulty when the 
budget-holder needs to show 
the benefits of savings 
immediately." 

Wholesale and net Lues 
are not the only cheap tick- 
eting options open to the 
business traveller. There are 
also published fares which 
are discounted because of 
restrictions on purchasing 
periods or length of stay. 

“We are encouraging 
employees to think ahead 
and make advance pur- 
chases. which can provide 
significant savings.” says 
Tom Stone. “One of the few 
advantages of demand out- 
stripping supply in recent 
years has been the help it 
has given us with this mes- 
sage. Anyone who leaves 
their trip to the last couple 
of days has not been able to 
expect their favourite win- 
dow seat on the upper deck." 

Many of the cheapest fares 
require spending a Saturday 
night at the destination, a 
condition that is clearly 
designed to moke them inap- 
propriate for business travel- 
lers. The Irish Times circum- 
vents this rule by offering to 
pay for its travellers to 
spend the weekend in a 
hotel. "We will still save 
I£40u to 11500 and our travel- 
lers are happy with it 
because they ’get a Tree week- 
end away,” says Irish Times 
travel manager Joan Scales. 

The military aircraft divi- 
sion of British Aerospace, 
based in Lancashire, has 
cost-conscious travellers 
who adopt a similar 
approach to travel with low- 
cost carriers based at 
southern airports such as 
Luton and Stansted. "Some 
of our travellers wifi drive 
Tor several hours to these 
airports the night before and 
stay in a Traveludge to take 
advantage of the cheap 
fares." says company secre- 
tary Andrew Fletcher. 


Airlines are tumbling 

When Erik Strand, senior 
vice-president of Scandina- 
vian Airlines System (SAS), 
told a conference in Stock- 
holm earlier this year that 
airline alliances helped bring 
down fares, his audience 
shouted “No!" 

They were in a position to 
know whether airline alli- 
ances bring fares down. His 
audience of corporate travel 
buyers Included some of 
Scandinavia’s leading pur- 
chasers of airline tickets. 

Airline alliances provoke 
strong reactions among 
those who make business 
travel derisions. Some busi- 
ness travellers are prepared 
to concede that airline alli- 
ances make travel earner. 
This is because companies 
can use a single alliance to 
arrange travel to a wide 
range of destinations. Others 
say the alliances are too new 
and disorganised to do even 
that. And most corporate 
travel buyers appear to 
believe airline alliances 
make flying more expensive. 

One of the difficulties is 
that airline alliances are rel- 
atively new. Their member- 
ship is still unsettled, and 
they have yet to achieve the 
efficiencies they promise. 

There appear to be four 
large airline alliances in the 
making. The longest estab- 
lished is between KLM of the 
Netherlands and Northwest 
Airlines of the US. Although 
the two airlines have been 
through some rocky times, 
when legal disputes threat- 
ened to break up their part- 
nership. their alliance has 
endured. 

Gordon Bethune. chair- 
man of Continental Airlines 
of the US. believes the KLM- 
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ance, and will concentrate 
on developing One world in 
the meantime. 

The partners could code 
share, which means they 
would sefi seats on each oth- 
er's flights. Future members 
of Oneworld could be Iberia 
of Spain, in which BA and 
American are buying minor- 
ity stakes, and Japan Air- 
lines. 

The fourth alliance is 
between Delta Airlines, 
Swissair, Austrian Airlines 
and Sabefna of Belgium. 

All the alliances say they 
established themselves in 
response to customer 
demand. Companies want to 
be able to fly their staff any- 


Australia. Singapore Air- 
lines has partnership agree- 
ments with both Lufthansa 
and SAS, although it is not 
yet clear that it will join the 
Star Alliance. Jan Stenberg. 
SAS’s chief executive, says 


where in the world and few Tbe second reason some 
Northwest link-up could Australia- Singapore Air- airlines provide the sort of travellers are compl a i ning is 
form the basis of an even lines baa partnership agree- global coverage demanded, because some of the alli- 
bigger alliance, which could ments with both Lufthansa Being part of an alliance ances gave them to under- 
lie called wings. This could and SAS. although it is not means that if one airline stand that they would bring 

include KLM. Northwest, yet clear that it will join the does not offer flights to a tares down. This does not 

Continental. Air France. Star Alliance. Jan Stenberg. particular destination, one of seem to be happening, and 

Ali tali a and Virgin Atlantic. SAS’s chief executive, says its partners will. Airline Mr Bethune of Conti n e n t al 
Northwest has already 10 members would be the partnerships such as the believes all i an ces should not 
announced plans to buy a 14 optimal size for the Star AHi- Star Alliance and Oneworld be promising lower tares, 
per cent stake in Continen- ance. have included airlines from “l don't think we ought to 

tal. although this has yet to The Star Allian ce's largest the Americas. Asia and go around saying we’d like 
receive approval from the US challenger is Oneworld. a Europe. to lower prices." Mr Bethune 

Department or Justice. five-airline grouping The alliance partners say says. The alliances provide a 

A better established air- launched earlier this year, they can offer the conve- better service by making 
line grouping is the Star Led by British Airways and nience of ensuring luggage is flight connections easier. 
Alliance. This is made up of American Airlines, One- checked through to a final “You get extra value. That 
six 'airlines - United Airlines world also includes Cana- destination, even when pas- non-stop service is worth 
of the US. Lufthansa of Ger- dian Airlines, Qantas of Aus- sengers are changing- flights something. You can earn fire- 
many. SAS. Air Canada, tralia and Cathay Pacific, several times. The airline quent flyer points." 

Thai Airlines and Varig of the Hong Kong-based car- partners offer passengers the So passengers should be 


Brazil - but could become tier, 
bigger stilL All Nippon Air- BA and American have 
ways has said it intends to wide-ranging plans for a 
become a member, as do Air close alliance, which would 
New Zealand and Ansett of include setting tares jointly. 


use of one another's airport 
lounges. They try. where 
possible, to use the same air- 
port terminal, with check-in 
desks close to each other. 


better service by making 
flight connections easier. 
“You get extra value. That 
non-stop service is worth 
something. You can earn fre- 
quent flyer points." 

So passengers should be 
prepared to pay extra for 
that? "Sure," says Mr 
Bethune. "What’s free in 
life? Your mother’s love? 
You've got to earn that, too." 


tm Cathay Pacific 


Whichever way you look at it... 



...Our new home is 


GETTING BETTER EVERY DAY. 
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THE BUSINESS OF TRAVEL : AIRPORTS 


Getting to and from an airport can be a tricky exercise in many countries, even where new infrastructure 

has been provided. FT correspondents look at the options for travellers to three cities 
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HONG KONG by Louise Lucas 
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Efficiency, at a price 


Before the cargo fiasco 
erupted on to the scene, the 
biggest gripe about Hong 
Kong's new international 
airport was its destination - 
:w kilometres From down- 
town Hong Kong on Lantau 
island. 

Five months on. these 
complaints are seldom 
heard. Passengers who opt 
For buses or taxis to Chek 
Lop Kok Face a journey time 
m excess of one hour, more 
than twice the time required 
to reach the old airport on 
the Kowloon peninsula, but 
by train the time is barely 
changed. 

Tius fares range from 
HK.S14 to HKS45. dropping to 
HKS-fl to HK835 for over- 
night services. Taxis, which 
previously gave change from 
HKSHhi. now clock in at 
around S350 to Central or 
HK.S’J.Sn to Tsim Sha Tsui in 
Kowloun. Limousines cost 
marginally more. 

Cheaper, and infinitely Cas- 
n.M. is tho railway, a new 
train run by tbe Mass Tran- 
sii Kail way Corporation 
which takes 23 min utes from 
Central. Trains Leave every 
1_ minutes. 

Surprisingly, a recent sur- 
vey carried out by tbe Hong 
Kong Tourist Association 
Quitted that just under one- 
third of all departing respon- 
dents used tbe railway 
tvh/ch was. nonetheless, the 
most popular means of 
trawl. 

The main Central station 
looks more like an airport 
departure hail and. conve- 
niently. luggage can be 
checked in bere before head- 
ing off to the airport (The 
same does not apply when 
arriving in Hang Kong). 

Stall, colour-coded in red, 
are on hand at all points to 
offer help, including lifting 
has* un to the train. There 
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Hong Kong (Chek Lap Kok) 


Airport Express; Limited-stop trains between airport and Central 
lake 23 minutes, running between 6am and lam. 

Buses: Various services, day and right typicafly taking 70 minutes 
b et w een the airport and Hong Kong. 

Taxis: Afl types at cabs (urban. New Territories, Lantau) seme the 
airport but see stay. 

Wgb-speed tony: Sewed Id Tuan Mun takes ten (Trinities and 
runs at 20-30 mtoute intervals between Bam and 10pm. 



Gtybus: 

2873 6616 

Long Win: 

2745 4466 &Z78G 6096 

New Lantao Bus 

2984 9848 

MTB Coloration: 

<MMM 0090 
/wn ouoo 

Airport Ferry Services: 

29877351 

Arport 

2181 8888 {CMnrt 
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are no stairs to negotiate 
and for extra safety an auto- 
matically opening glass 
panel screens off the rails 
until the train arrives and 
comes to a safe standstill. 

It is early days, but the 
railway is generally 
uncrowded, clean and easy 
to use. There are even 
(rather monotonous) infor- 
mation videos running on 
small screens embedded in 
the backs of seats. 

The fare is HK$100, or 
HKS150 For same-day return. 
A promotional rate of HKS7Q 
ends on December 31. Chil- 
dren’s fares are clearly flexi- 
ble - a three-year-old was 
charged a child's Care on tbe 


way out, but tbe return jour- 
ney was gratis. Theoreti- 
cally. they are eligible to pay 
HK§50 from age three. 

One advantage of the elon- 
gated airport-to-downtown 
journey is that the hoard es 
of relatives. Friends and 
onlookers that crowded Kai 
Tak's arrival hall are 
reduced to a sprinkling of 
diehards. This, combined 
with the swollen ranks of 
immigration and check-in 
counters, means that pas- 
sage from airport to train is 
usually swift 

The railway can drop pas- 
sengers off in both Tsim Sha 
Tsui and Central, among 
other stops. From there. 


taxis are available along 
with hotel shuttle buses. In 
Central some of the main 
hotels are just a 10-minute 
walk away, assuming light 
luggage. 

As with most Asian cities, 
traffic is a perennial problem 
In Hong Kong and it is best 
to leave extra time if using 
taxis or limousines. When 
leaving Hong Kong airport, 
choose a taxi according to 
colour. 

Green cabs only serve the 
New Territories, blue are 
restricted to Lantau (includ- 
ing airport areas) and red 
taxis cover the entire urban 
area but not non-airport 
parts of Lantau. 


NEW YORK by Richard Tomkins 
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Some tricky connections 


New York’s airports are 
some of the worst connected 
of any large city in the 
developed world, and the 
bad news is that things are 
not about to get much bet- 
ter. 

Of the three main airports 
- John F. Kennedy Interna- 
tional. LaGuardia and New- 
ark - none has a direct rail 
or subway link with Manhat- 
tan. so congested roads pro- 
vide the main means of 
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Newark 


Planners have recognised 
the need for a rail line to 
JFK. the city's main airport, 
for decades but scheme after 
scheme has failed because 
no one has been prepared to 
face up to the cost 

A few weeks ago, amid 
much fanfare, construction 
started on a Sl-5bn .scheme 
called Airtxain, which will 
provide a light rail link with 

“The sleek, futuristic train 
system wifi whisk travellers 
quickly and dependably to 
and from the epicentre or 
world travel," crowed the 
Port Authority of New York 
and New Jersey, the public 
sector body that runs the 
city’s three airports. 

Bat, in truth, Airtrain 
must rank among the most 
pointless public transport 
schemes in recent years, pro- 
viding little benefit to the 
travelling public despite its 
large cost 

Rather than connecting 
JFK airport with Manhattan, 
where most travellers want 
to go, Airtrain will call at six 
stops In the airport and a car 
rental lot before terminating 
at Jamaica Station, a sprawl- 
ing railway junction in a 
remote area of Queens. 

At Jamaica, passengers 
will have to pick up their 
bags and transfer to the 
Long Island Rail Road, a 
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suburban railway system, 
hoping to find a seat on tbe 
busy commuter trains run- 
ning into Manhattan’s Penn 
Station. Once there, they 
will have to change to 
another means of transport 
to reach their final destina- 
tion. 

Airline passengers are 
highly resistant to changing 
modes of transport because 
they tend to be laden with 
baggage, so it is hard to see 
what benefits Airtrain will 
bring to anyone other than 
airport workers, who are 
expected to be among the 
main users. 

Another rail system is 
planned for Newark, in this 


case an extension of the 
monorail already linking tbe 
airport’s three terminals. 
taking it to the main railway 
station in the nearby city of 
Newark. 

Newark station is served 
by trains running into Man- 
hattan. But, again, it is a 
dismal, crowded place serv- 
ing mainly commuters, and 
airline travellers seem 
unlikely to consider the jour- 
ney an acceptable substitute 
for a direct link . 

With no rail lines to any of 
the three terminals, how do 
most travellers reach them? 
People on a tight budget use 
express buses which link the 
airports with Man aha t tan’s 


Grand Central Station or 
Port Authority Bus Termi- 
nal. A one-way ticket costs 
ST to Newark, S9 to LaGuar- 
dia and $13 tn JFK. 

For people in a hurry a 
helicopter service links 
JFK’s terminal 3 with the 
East ilth Street Heliport in 
Manhattan and is reasonably 
priced at STO to S75. The jour- 
ney takes in minutes. 

Otherwise, most people 
their chance witli the 
traffic and use a taxi. The 
cost is fixed at 830 from JFK 
to any point in Manhattan, 
plus tolls and an obligatory 
$5 tip. The cost is a little 
more from Newark and a 
little less From LaGuardia. 





Go with the TravelPass 
that cuts the corners and the costs 


If you are a frequent flyer to 
Scandinavia now's the time to 
re-examine your need for a ticket 
After all. the new SAS TravelPass 
does the job of a ticket - and 
it does it so much better! 


It makes travel easier. You can 
purchase a TravelPass with a 
specific number of flights already 
loaded onto it. And you can book 
how and when you want - via the 
Internet. PC OnLine or by calling 
our 24 hour voice response tele- 
phone line. Or through your travel 
agent. 

It's faster - with the SAS Travel- 
Pass there’s no need to join 
the check-in queue when you're 


travelling with hand luggage only. 

And it saves you money - anything 
up to £900. Packages are avail- 
able for 10. 20 and an unlimited 
number of flights between two 
destinations, and cover a choice 
of travel between London and 
Oslo, Copenhagen, Stockholm, 
Gothenburg or Stavanger. Alter- 
natively. you can choose travel 
between Aberdeen and Stavanger. 

As they say in business, it’s an 
investment worth looking into. 
Please contact your travel agent or 
SAS on: 0131 990 7100. 

Internet: http://www.sas.se 
For further information contact us 
on e-mail: tpmfbuk@sas.se 
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SCANDINAVIAN AIRLINES 


LONDON by Michael Skapinker 


Shame about 



terminus 


For years travellers to and 
from London's Heathrow air- 
port have had a choice - 
fume in a taxi as it crawls 
through the city’s jammed 
streets, or sit sullenly in an 
Underground train as it 
crawls through interminable 
suburban stations. 

The prospect of taking the 
Tube was made even less 
enticing by the national dis- 
grace which is the shabby 
London Underground ticket 
hail serving three of Heath- 
row's terminals. 

This year BAA. which 
owns Heathrow, has added a 
third option, which is a great 
improvement on both the 
taxi and the Tube. The 
Heathrow Express rail ser- 
vice is a test, 15-minute jour- 
ney into town on specially- 
built modem trains. 

BAA spent £450m an the 
Heathrow Express as part of 
its promise to reduce the vol- 
ume of road traffic to and 
from the airport 

The service, which runs 
four times an hour, starts 
from its own station at 
Heathrow. The station’s 
clean, slightly austere design 
is a vast improvement on the 
Tube. 

The interiors of the trains 
are luxurious and are cer- 
tainly far more comfortable 
than the aircraft the passen- 
gers have either just got off 
or are about to board. The 
seats are comfortable, there 
are large luggage racks and 
television sets in each car- 
riage show BBC news broad- 
casts. 

The journey is not cheap - 
£10 for a one-way ticket, 
although BAA is now begin- 


» 


LUTON. 


IB tat 


* 




Hea throw 


Stansted 


Haatfeim Expnu Is a non-stop irt Bnk between 
Bib sfrpwt art RnUngton. Trains ran way 15 
Drinuln»dMa1SnAiBBStettu]Duni8)rtDtBnnliafs 
1, 2. % art anodisr fln nrimtts to temrind 4. 

London DMegnead: Die nqcadty Line senes al 
(RntaatL Senfces run enoy flw minutes at peek tiros; 
nkw minutes at off-peak ml weekends. 

Airport to centra) London tales 60-60 rinutes. 

Mac Lbritad-stap coach sentaes ran tram d 

t&rmnas va west am notess m cerara Lonaon. 

Sarrioe8EuihalHiouriyrt 

Csacfaec There are abo frequent Orris wffli Gebrick. 

Started and Luton airports. 

Tatis: London Hack cate are Bcsnssd md regulated. 
Taxi rente oubkfe afl tamtaate. Best Id tfow an tavto 
conus Lonoon. 


General Mmotiott 

01817594321 
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London Uhdergnmh 

01712221234 
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CoadiBS Ink wWi central London art other London airporte. 
Journeys tn London can take about an hour. 

Trains: Various services from tfts airport go to central London, 
taking 30 to 40 minutss 

Taxis: AvaiaMe at both North and South terminals 


General information- 


01293 S3S3S3 


Bus and coach travel tine: 


0990747777 


GatMck Etipms rati: 


0990 301530 


National and regional rait 
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Brighton 


ning to address itself to fam- 
ilies and holidaymakers and 
not just the business travel- 
ler. 

Heathrow Express is now 
offering special fores, such 
as free travel for accompan- 
ied chil dren, during the 
school holidays. It also plans 
to try to attract holidaymak- 
ers carrying skis. 

For some a disadvantage 
of the Heathrow Express is 
its London destination, Pad- 
dington station. Apart from 
those who five in the area, 
this is not a particularly con- 


venient stopping-off point. 

It is not within walking 
distance of the city’s West 
End hotels and Is a frustra- 
ting taxi or Tube journey 
away from the City of Lon- 
don. 

BAA has tried to improve 
matters by launching a new 
coach service. Hotel Express, 
which carries passengers 
from Paddington to Oxford 
Street and hotels in the Mar- 
ble Arch area. 

What do Heathrow 
Express travellers think of 
the service so far? BAA says 


by 

a 


the train is being used 
more than 10,000 people 
day. This is below its target 
and it wants to increase pas- 
senger numbers to 13,000 a 
day by tbe end of this year. 

BAA plans to increase the 
train’s attraction by opening 
27 airline luggage check-in 
desks at Paddington station 
next summer. These will be 
operated by nine airlines, 
allowing passengers to check 
in their luggage and receive 
their seat allocations before 
boarding the t rain 

BAA is talktng to airlines 


such as British Airways 
about issuing integrated 
tickets for both Heathrow 
Express and air travel. 

The biggest improvement, 
however, will be when BAA 
extends the service to the 
more central St Pancras sta- 
tion, near King Cross. 

BAA says it does not 
expect to run Heathrow 
Express t rains to St Pancras 
until 2001, and even then 
they will only operate every 
half hour. Only in 2005 will 
the St Pancras service r un 
every 15 minutes. 
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Only one airline has an exclusive lounge at Heathrow 






for all its UK Business Class passengers. 
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THE BUSINESS OF TRAVEL : 


PA SSENGE R COMFORTS by Roger Bray 
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Soon you may be sleeping in comfort 


i , 

if 


The need to improve com- 
fort has Intensified with the 
imminent advent of ultra- 
long-range Jets, capable of 


It 

■ ■ 

1 

4 

' 1 

: l 


Airlines and aircraft manufacturers are 
£ increasingly aware that travellers require 
* a Skater degree of pampering on board 

A comfortable flight, for losing their luggage, suffer- 
millions of regular travel- ing jet lag, or being “bumped 
lers, is a contradiction in off* an overbooked flight. 
* ennfi - The need to improve com- 

Even those lucky enough fort has intensified with the 
to enjoy the extra leg and immin ent advent of ultra- 
elbow room of first and bosi- long-range Jets, capable of 
ness class must endure noisy flying non-stop for up to 15 
cabins - and fractured sleep, hours, for example, and with 
while, for the less fortunate, the promise of very large air- 
spending 10 hours in a craft, carrying more than 550 
crowded cabin, with a neigh- passengers in a standard, 

hour whose head lolls onto class lay-out. 
your shoulder when he Airbus Industrie is already 
sleeps, can seem like purge- offering to fit beds beneath 
tory. the passenger cabins of its 

Take heart. Airlines and long-range A340s, and is ask- 
aircraft manufacturers are ing potential customers 
striving ceaselessly to ease what kind of innovations 
r f the pain. Current or planned they would like to see 
improvements include beds aboard the very large A3XX, 
on long-haul journeys, seat which should enter airline 
design borrowed from tbe service in 2004. 
world of motor racing, parti- The manufacturer is also 
tions to allow passengers studying ways of providing 
greater privacy, noise can- passengers with more seclu- 
cellatlon technology to sion, something British Air- 
ensure a quieter night's rest ways has done already by 
- and an amenity ldt con- installing partitions to 
taining “Sleep Enhancer cocoon first class passen- 
Spray'* to help you nod off. gers. 

On the newest jets, refine- As part of its recently-un- 
ments in economy cabins, veiled business class re- 
where 46 per cent of long- vamp, Singapore Airlines is 
haul business travellers fly, fitting retractable partitions 
refinements previously lim- at head level between its 
ited to business class are seats. Lufthansa, in contrast, 
be ginning to compensate for believes its high-fare payers 
lack of leg room. would rather talk to their 

It may not always seem fellow-travellers. 

, that nay, but the industry is Lars Krwplin, its director 
fx acutely aware that it cannot of cabin interiors and 
\ take the tolerance of its cus- in-flight entertainment, says 
tomers for granted. that when the airline con- 

Research shows that high- ducted a survey among top 
fare business passengers on level members of its fre- 
short flights are prepared to quent flyer scheme “they 
put up with cramped condi- said they did not want to sit 
tions, and that, as a factor in isolation because Dying is 
determining choice of car- not just business but offers 
rier, seat comfort comes the chance of meeting 
some way below convenient another very successful per- 
schedules, competitive fares son who inspires them", 
and even the airline’s repu- This has not deterred Luft- 
tatkm for service. But they hansa from providing noise 
are also the most likely to cancellation headphones in 
abandon flying in favour of first class, however. United 
video-conferencing. The Airlines has also begun 
greater the distance, it installin g them in first and 
seems, the more executives business class. Passengers 
prefer face to face meetings, select an audio channel 
though there is no guarantee which blocks out ambient 
that it will always be so. noise. The system picks up 
For long-haul travellers, low-frequency background 
physical discomfort is the sound on two microphones 
[greatest deterrent It bothers in the headphones. The 
TOem more than the risk of unwanted sound is then fed 


The manufacturer is also 
studying ways of providing 
passengers with more seclu- 
sion, something British Air- 
ways has done already by 
installing partitions to 
cocoon first class passen- 
gers. 

As part or its recently-un- 
veiled business class re- 
vamp, Singapore Airlines is 
fitting retractable partitions 
at head level between its 
seats. Lufthansa, in contrast. 


to an electronic controller, 
where an “anti-noise wave” 
is generated. This is com- 
bined with the original noise 
in order to cancel it 

Alternative technology 
avoids the need even to wear 
headphones. UK-based Ultra 
Electronics Holding pro- 
duces a system which is inte- 
grated into a seat It already 
supplies such technology for 
turboprop business aircraft 
and regional airliners. and is 
developing one aimed at 
larger jets, which it hopes to 

be able to sell for under 

$1,000 per seat 

What passengers want 
above all is greater seat com- 
fort. Alison Maxwell, brand 
manager for British Airways 
business class, Club World, 
claims passengers have 
given the airline's new “cra- 
dle seat" a huge vote of 
approval. 

“Previously, airlines 
thought only in terms of 
dimensions - how wide and 
how much leg room," says 
Ms Maxwell. “The new seat 
was ergonomically designed 
so that when you recline 
your seat it lifts the legs up, 
rather than putting extra 
pressure on the base of your 
spine. Now we are looking at 
new head-rests which would 
provide more support for a 
reclining passenger and new 
seat foams sculpted by a chi- 
ropractor.” 

BA has Just announced it 
is to install “ergonomic 
seats" with more leg room in 
economy, too. Swissair has 
already extended the princi- 
ple to the back cabin. Econ- 
omy class seats on Its new 
Airbus A 330s adjust auto- 
matically to support the pas- 
senger’s back when reclined. 
They also have adjustable 
head-rests. 

Economy passengers may 
also benefit from motor rac- 
ing expertise. Reynard Motor 
Sports, successful designers 
of Indy cars and the com- 
pany behind the new For- 
mula One team British 
American Racing, has set up 
an aviation arm which is 
developing a new light- 
weight sleeper seat for Vir- 
gin Atlantic's Upper Class 
passengers. 

Upper Class offers broadly 
the same leg room as the 
new wave of- hybrid busi- 
ness-first cabins. That is still 



Rrst class comfort and 


not enough to accommodate 
beds which recline flat, how- 
ever, which have been lim- 
ited to first class. Just bow 
Reynard Aviation has sur- 
mounted this problem 
remains secret, but John 
Sanders, business develop- 
ment director, says its seat 
will turn Into a bed without 
encroaching on tbe space of 
the passenger behind. 

The company also envis- 
ages launching an economy 
seat which would be less 
bulky and would allow the 
passenger more space. 

Touches of extra comfort 
da not always demand rip- 
ping out interiors and 
starting again, however. 
KLM has introduced busi- 
ness class reading lights 
which passengers can man- 
oeuvre into the optimum 
position. Lufthansa has 
come up with, drinks holders 
and small cocktail tables to 
allow customers more room 
until the main meal is 
served. 

First class passengers with 
British Airways now find 
“Sleep Enhancer Spray” in 
their amenity kits, and the 
airline has been toying with 
the idea of going a stage fur- 
ther - offering premium fare 
passengers teddy bears 
scented with lavender 
which, says Ms Maxwell, 
would have the same sopo- 
rific effect. Just how hard- 
ened business passengers 
would react to - this is 
unclear. 


kt a Gift Mr Airbus A340 (above) and (bekm) a mock-up of an A340 sleeping compartment option 
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Seminars a 

highlight 

of travel 
exhibition 

A number of hot topics are 
[wing included in seminars 
and master classes 
at tbe Business 
Travel 99 exhibition to he 
held in London in February. 

A total of 21 sessions are 
planned for the seminar 
programme. New ones 
include “A buyer’s guide to 
airline alliances": "The 
impact or the euro on 
business travel": Mill e n n i u m 
bug - the facts": and "Is air 
travel a commodity?” 

Technology, which is 
play in g an increasi n gly 
influent! 31 part in business 
travel, will also be covered. 
Seminars will investigate the 
benefits of self-booking and 
tbe effects of new software 
on travel management 

A series of master classes 
has been organised for 
senior secretaries. These will 
include travel booking, as 
well as a beginner’s guide to 
arranging travel. 

Hie exhibition, the fifth to 
be organised for business 
travel managers, buyers and 
arrangers, wDl take place at 
Tbe Business Design Centre 
at Islington Green, north 
London, between February 9 
and II. The Financial Times 
is a co-arranger. 

Among the 150 exhibitors 
from the airline, hotel, car 
rental, rail, ferry and 
business management 
sectors expected to attend 
are American Express, 

British Airways, British 
Midland, BTI UK Hogg 
Robinson, ITT Sheraton, 
Marriott, Rosenbluth 
International, Alitalia, Avis. 
Cathay Pacific, Hertz and 
Sabre Europe. 

Alastair Spurr, exhibition 
director, says: “With the 
advent of the euro there will 
be clearer pricing 
transparency across 
member-states. European 
countries will be even more 
determined to achieve better 
economies of scale. 

“For their third-largest 
controllable expenditure - 
business travel - the 
solution lies in negotiating 
pan-European travel deals.” 

The Business Travel 99 
telephone hotline fs +44 
(0)181 710 2185. 
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Scandinavians wake up 
to a bright new image 

L Redesign is seen as a commitment to customer service 


Vi 


Why do airfines bother to 
redesign their aircraft? The 
cost is enormous and 
controversy usually ensues. 
British Airways is stfll 
attracting criticism for a new 
livery which it introduced 
over a year ago. 

The reason, airlines say, is 
that a new livery is part of a 
greater change and a way 
for the company to dedicate 
itself to new goals, in BA's 
case, its new taMfin designs 
by artists from around the 
world, were a way of saying 
it was no longer just a 
British company. Two-thirds 
of its passengers come from 
outside the UK, and BA 
wanted to demonstrate that 
it had become an airline of 
the world. 

BA says most of the 
criticism of its redesign has 
cone from older passengers 
in the UK, who objected to 
the droppteg of the section 
of the Union Flag which 
used to appear on the tafls. 
Foreign customers are 
enthusiastic. 

A second European carrier 
to change its Every in recent 
months was Scandinavian 

Airlines System. Once again, 
says Jan Stenberg, its chief 
executive, this was part of a 
wider change. ”1 think it has 


to go hand In hand with a 
new approach h the 
company. If you present it 
as something new and 
nothing changes the 
passenger soon perceives 
there Is nothing behind it 
except a new colour." 

Unlike BA, SAS is not 
trying to present itself as a 
world airline. About 
two-thirds of SAS 
passengers are 
Scandinavian, hs new Dvery, 
an off-white fuselage and 
bright red engines, is 
intended to be determinedly 
Scandinavian. “This is an 
SAS for the 21st century, ffs 
the greatest change in the 
past 15 years." Mr Stenberg 
says. 

But the airline's mission 
remains unchanged. "It is to 
provide Scandinavians with 
easy access to the world 
and make Scandinavia 
accessible to the world,” he 
says. 

Then why make the 
change at all? "SAS was 
getting tired," Mr Stenberg 
says. Under Jan Carizon, 
chief executive from 1981 
until 1993, SAS experienced 
a revival. But the airline then 
went through a difficult 
period. A plan to merge with 
KLM of the Netherlands, 


Swissair and Austrian 
Airlines - the Alcazar project 
- collapsed. 

Mr Stenberg, who joined 
SAS from Ericsson, the 
Swedishtelecommijnications 
group, In 1994, says: "Jan 
Carizon did a tremendous 
amount at the company at 
that time. But there was not 
a natural continuation of 
that There was the mistaken 
strategic programme of 
Alcazar. People were told it 
was necessary for the 
survival of the company. 
When it didn't happen, 
people said: *So what are 
we going to do now? 1 They 
were disorientated and 
tired.” 

The redesign was part of a 
renewed commit m e n t to 
customer service and to a 
fulfilled workforce. The last 
few years have seen 
substantial change in the 
airline industry, Mr Stenberg 
says. The Industry In Europe 
has been deregulated. 
Low-cost airlines are taking 
business away from 
established carters. "Flying 
today is not a luxury, it’s 
part of everyday fife. To stay 
on top. we have to win our 
customers back every day.” 

The airline began to renew 
its fleet, ordering 55 Boeing 


A; 





737s with options on a 
further 40. Eight of the new 
aircraft will enter service this 
year, with deliveries to be 
completed in the summer of 
2002. 

Starting in 1996, SAS 
began intensive research, 
not only into what its 
passengers wanted but how 
they behaved. "These were 
anthropological studies," 
says Jan Olson, SAS's 
vice-president for products 
and services. To find out 
what its customers wanted, 
SAS canted out extensive 
market research. The airline 
also video-taped its 
customers. 

"We video-taped than in 
arrivals, at check-in and 
on-board. We informed 
customers an a particular 
flight we would be studying 
them. We collected 1,500 
hours of videotape." SAS 
calls the tapes "probably the 
most comprehensive 
database of customer 
observations ever compiled 
in the afrflne industry”. 

And what did the tapes 
reveal? That we weren't 
making the journey very 
easy for our customers,” Mr 
Olson says. The airline made 
several changes in the way It 
handled passengers to make 
their journeys easier. 

For example, business 
class passengers are now 
given access to a cafe at the 
departure gate before 
boarding short-haul flights. 
They can either eat food, 
fruit and beverages there, or 
they can pack a paper bag 
to take on the tfight 
Questions to customers 
about what bothered them 
about traditional aircraft led 
to a decision to put windows 
in the toilets, providing a 
view out of the a ir cr a ft. 

Mr Stenberg also wants to 


see continued emprovemants 
hi customer service, which, 
he said, had slipped some 
years back. SAS wants to 
use its new Srvery to indicate 
a fresh start, relying on what 
are seen as Scandinavian 
virtues. 

What are those virtues? 
"We want to look elegant, 
but maybe a Bttie less formal 
than we have been. That's a 
trend in society as a whole," 
Mr Olson says. 

Mr Olson says SAS also 
wants regular passengers to 
see changes In the aircraft 
during the year. It will 
change the dividers that 
separate different sections of 
the aircraft twice a year, with 
dark colours in the winter 
and fight colours in the 
summer. 

Other Improvements 
introduced in the aircraft are 
a holder for spectacles In 
the seat pocket of the 
aircraft. The drline's new 
Boeing 737-600 aircraft will 
have power points for 
passengers to plug in their 
personal computers. 

Mr Olson says these 
features were introduced not 
only because customers 
asked for them, but because 
the videos showed that they 
wanted greater control of 
their enviro n ment When 
watching the videos, SAS 
researchers noticed that 
when passengers boarded 
the aircraft they marked out 
an office-type space for 
themselves. "The customers 
started to cocoon 
themselves. They put their 
briefcases down, they put 
their coats down, as if to 
say: ‘Leave me this space. 1 
You don't get this kind of 
inform a tion from focus 
groups." 

Michael Skapmker 


Flying to Japani 


? 


mri > 



i 

i 

»i!r 

.iif 


m*.?:. 

,_£&*•> * 

* * t •• 





5 % 


with 



Business Class 
you can relax all the way . 


Relaxation, comfort and service are 
the themes that define Club ANA- 
the ultimate in international business travel. 


For further information on Club ANA 
please call your IATA agent or ANA Reservations on 

0345 262 262 
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reiax and enjoy o.ur award winning service 
plaase phone us now on 0500 44a 747 
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MEASURING ENVIRONMENTAL EFFICIENCIES by Sarah Murray 
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How green 
is your 
wallet? 

Plenty of Initiatives have been launched by 
the hotel industry. But for those paying for 
the rooms, assessment is not always easy 


As hotel guests snuggle into 
the thick white towels in 
their bathrooms, they may 
be comforted to read the 
sign telling them that, by 
choosing not to have the 
towel washed every day, 
they can help reduce use of 
chemicals that harm the 
environment. They might 
not be so happy to find out 
that when the resort was 
constructed a couple of 
hundred locals were forced 
to move out of their homes 
to make way for the 
building. 

Plenty of hotels are busy 
cutting down on energy bills 
and recycling rubbish, but 
with a plethora of individual 
programmes in operation - 
many of them .run and 
monitored by the hotels 
themselves - it is hard for 
those outside the industry to 
measure what exactly is 
being achieved and how for 
environmental action Is 
being taken. 

"The evolution of the 
green movement has been 
on the basis of voluntary 
Initiatives generated by 
groups In the industry that 
are aware of the problems,” 
says Richard . Dickenson, 
vice-president policy and 
communications at the 
World Travel and Tourism 
Council fWTTQ. “Anri these 
have been rather sporadic.” 

What makes It even more 
confusing is the foot that a 
hotel Is a consumer on a 
vast scale, using hundreds of 
businesses in dozens of 
sectors, from carpet 
manufacturers to detergent 
suppliers. Measuring how 
damaging their various 
products are is almost 
impossible. 

For those within the 
industry, it is becoming 
easier to make sure the right 
thing is being done. Serena 
hotels, which operates 
properties in Tanzania, 
Kenya and Pakistan, used 
independent assessors to 


make environmental impact 
assessments before 
embarking on the 
construction of its tourist 
lodges. “We also used 
designs which we believe are 
natural and blend into the 
environment,” says Tigg 
Beresford. managing 
director of Serena Tourism 
Promotion Services. 

The International Hotels 
Environment Initiative's 
manuals provide hoteliers 
with check-lists of how to 
manage every aspect of a 
hotel’s operations in an envi- 
ronmentally sound manner. 
The IHEI is now producing a 
list of questions buyers can 
ask their suppliers and is 
even embarking on a guide 
for hotel siting and design. 

But far travel agents and 
business travel managers 
who want to make responsi- 
ble decisions when booking 
hotel rooms for their clients 
or executives, few indepen- 
dently monitored rules or 
standards exist that are 
widely recognised. 

Government regulations 
are generally a poor measure 
since, in countries where 
economic development takes 
precedence over preserving 
the environment, they are 
frequently overridden or can 
be ignored by those prepared 
to grease the palm of the 
planning officer responsible 
for enforcing them. 

One example Is Hanoi, the 
Vietnamese capital, which 
has perhaps the best collec- 
tion of French colonial archi- 
tecture anywhere. In spite of 
government rules limiting 
the hei ght of buildings in the 
centre of the city, high-rise 
hotels have sprung up over 
the past two years, destroy- 
ing its historic skyline. 

In any case, says Patricia 
Barnett, director of Tourism 
Concern, "it is not usually a 
requirement of planning 
laws that social and environ- 
mental impact assessments 
be carried out”. 



THE GREEN AGENDA by Elizabeth Robinson — 
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Gains expected to 

outweigh costs 

UN conference will scrutinise areas such as hotels design as 
well as their recycling and purchasing policies 


L* 


L * 


Ftegutatkjrts fait an historic street is ruined by a new privately-run mM-hotal in Hanoi Sarah Murray 


The International Stan- 
dards Organisation, which is 
responsible for standards of 
all types, has ISO 14000, an 
environmental management 
standard, but this is not 
industry-specific. 

One bright spot in the con- 
fusing game of assessing the 
green values of a hotel is a 
scheme being launched by 
Green Globe. The organisa- 
tion, the environmental arm 
of the WTTC. hands out 
what Dick Sisman, manag- 
ing director of Green Globe, 
calls its “carrot of induce- 
ment” - a range of hotel 
awards for environmental 
good behaviour. 

Green Globe is adding to 
this a certification system 
called the Green Globe Stan- 
dard, based on Agenda 21 - 
the strategy launched in 1992 
at the Wo de Janeiro Earth 
Summit The standard mea- 
sures hotels' performance in 
areas such as energy effi- 
ciency, waste management 
and water disposal. 

What distinguished this 
programme from others is 
that certification is to be 
monitored by the SGS 
Group, the Geneva-based 
inspection and verification 
group. The first dozen certifi- 
cates win be handed out at 
this month's World Travel 
Market in London. 

While national schemes 
exist, such as Green Key 
in Denmark and Blue Angel 
in Germany, the Green 
Globe Standard is the first 


real attempt at a global 
measure of environmental 
action across the hotel 
industry. 

Part of the reason such a 
standard has not emerged 
sooner may lie in the vary- 
ing interest of consumers 
around the world. “The Ger- 
mans and the Dutch tend to 
be more aware.” says the 
WTTC's Mr Dickenson. “But 
the UK leisure industry is 
extremely price conscious. If 
consumers have to pay more 
for a hotel that's environ- 
mentally friendly they may 
go elsewhere.” 

Norman Gage, business 
travel development manager 
at the UK's National Associ- 
ation of Independent Travel 
Agents, says he has never 
heard of the Green Globe 
Award, which has been oper- 


ating for about four years, 
and has had no requests 
from his members for any 
green standard for the hotel 
rooms they seQ. 

Nevertheless. travel 
departments In multination- 
als are starting to look for 
hotels that match their own 
environmental philosophies. 
Failing to find a satisfactory 
measure elsewhere, the Insti- 
tute of Business Travel 
approached Tourism Con- 
cern, with whom it has cre- 
ated an environmental code 
of practice for travel buyers. 

Since business travellers 
take up a huge chunk of the 
world's hotel rooms, growing 
corporate interest in finding 
ways of measuring environ- 
mental effectiveness may 
well prove a catalyst for 
change- 


The hotel industry is moving 
up a gear on environmental 
action. This year's World 
Travel Market will have a 
day set aside for talks and 
debates on the subject, 
organised by the: World 
Travel and Tourism Council, 
the London-based group of 
industry chief executives, 
and next April the issue of 
tourism and the environ- 
ment will be addressed at a . 
UN conference In New York. 

The conference will review 
the climate agenda set out at 
the Rio Earth Summit in 
1992, focusing in . particular 
on tourism. The result will 
be a UN paper, declaration 
and action programmes. 

Until recently the Idea of 
envlronmen tally-friendly 
travel was limited to small- 
scale eco -tours and piece- 
meal actions, but now the 
industry is setting out guide- 
lines and standards on sus- 
tainable development These 
can range from information 
about the cost-savings to be 
achieved from using renew- 
able products to larger 
issues such as the conserva- 
tion of scarc e resources. 

The WTTC, together with 
the World Tourism Organi- 
sation and the Earth Coun- 
cil, have set out an agenda 
to integrate and co-ordinate 
travel and tourism policies 
between governments and 
operators. Meanwhile, the 
International Hotels Envi- 
ronment Initiative CTHTB). 
which was set up five years 
ago by 12 of the leading 
hotel chains helps to pro- 


mote environmental man- 
agement across the industry 
and supports Green Globe, a 
WTTC certification pro- 
gramme. 

Geoffrey Lipman. WTTC 
president,. Is optimistic about 
the desire within the Indus- 
try to address environmental 
concerns. He says that the 
widespread growing aware- 
ness of green issues will fil- 
ter through to travel and 
hotels. Already other Indus- 
tries are having to react by, 
for example, cutting harmful 
emissions , 

“We will have to do all the 
things that mainstream 
Industry is doing, says Mr 
Lipman. who cites the 
design of hotels and their 
recycling and purchasing 
policies as areas that will 
come under scrutiny. 

The WTTC argues that the 
business traveller is key to 
the acceleration of the envi- 
ronmental agenda, but trav- 
elling executives will them- 
selves benefit in the long 
run through reduced costs. 

The business segment is 
important for the environ- 
mental agenda because the 
business traveller tends to 
spend more, with the spend 
spread throughout the whale 
season. Around one-fifth of 
tourism is business-related. 

The large hotels are taking 
the lead on environmental 
management. Here the 
Green Globe certificate can 
give them a marketing tool. 
The ‘savvy 3 hotel company 
is going to want to build 
buildings and operations in 


such a way it ran say w* 
are a leading-edge environ- 
mental organisation'." says 
Mr Lipman. Ho admits that 
Initial changes in policy 
ntfgbt raise costs but says 
that the long-term gains will 
outweigh these. “Many or 
these initiatives are designed 
to reduce, renew and recy- 
cle. All these words moan 
lower costs.” 

The WTTC believes the 
consumer will increasingly 
care about such issues, and 
this will accelerate when the , 
agenda starts to drive dowtMk 
costs. However. Starwood^ 
Hotels, the US operator of 
brands such as Sheraton and 
Wcstin and which was a 
founding member of the 
IHEI. is still experiencing 
varied demand. 

Marriott is one group that 
feels it is a matter for each 
hotel s local management, 
and leaves its environmental 
programme optional 

The WTTC is launching an 
environmental education 
programme at this year's 
WTM aimed at the travel 
agents who do the bookings, 
but there is as yet no co-ordi- 
nated campaign aimed at 
corporate travel depart- 
ments. 

The WTTC believes that 
the impetus driving the env|^^ 
ron mental agenda means 
is imperative that tourism 
keeps its own house in order 
or eventually it will have to 
submit to regulation. 
Actions taken now it says, 
arc not a cost but an invest- 
ment. 
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INTL HOTELS ENVIRONMENT INITIATIVE 

Target is to raise level of 
awareness in the industry 


Turn all lights out; switch 
television off; dose 
windows.” They seem simple 
enough instructions. But 
they are just part of an 
extensive check list of 
environmental measures 
designed to help a hotel 
achieve everything from 
energy savings to ensuring 
the building is free of 


The organisation behind 
what it rails its 
‘Environmental Action Pack” 
is the International Hotels 
Environment Initiative, a 
network of hotel executives 
backed by the UK’s Prince 
of Wales Business Leaders 
Forum, it was set up in 1992 
to raise the industry's 
awareness of the need to be 
environmentally responsible. 

Early on, the 10-member 
companies backing the IHEI 
set (heir sights on producing 
and publishing an 
environmental manual for the 
industry. 

The larger companies 
have technical services 
departments so we had the 
in-house capacity to provide 
that kind of investigation and 
documentation," says Bill 
Webster, vice-president of 
technical services at 
Inter-Continenta! Hotels and 
chairman of the IHB's 
working committee. 

Twelve months after it was 
established, the IHEI 
produced its Environmental 
Management Manual for 
Hotels, a weighty volume 
telling hoteliers how to set 
up and operate green 
practices throughout their 
properties. The manual 
stresses the cost savings to 
be gained through such 


The original Intention was 
to produce that document 
and then fold up the IHEI,” 
says Mr Webstar. “But other 
Ideas were forthcoming and 
a tot of Interest was shown 
so we kept it on." 

The manual, however, had 


its critics among smaller 
hotels which were keen to 
clean 14} their operations but 
were put off by the 
complexity and cost - the 
manual sells for £100 - of 
the hefty tome. They 
wanted more simple, 
practical tools," says Karen 
Fletcher, director of the IHEI. 

The group responded by 
producing the action pack, a 
64-page document 
containing simple checklists 
- to be ticked off by 
managers and staff - 
covering areas such as 
water usage, energy, solid 
waste, effluent and 
emissions. 

Designed so that It can 
easfly be photocopied, the 
document provides tips such 
as; “ensure full foundry/ 
dishwasher loads," and facts 
such as; "a dripping tap can 
waste up to 36X100 ftnas of 
water each year, the 
equivalent of filling around 
IBObaths.” 

Ms Fletcher says the 
action pack has been a 
success. “It has been a big 
seller, ” she says. “We've 
been out of print a couple of 
times and Its been translated 
into several languages." 

Student packs, videos and 
directories followed. But 
success brought Its own 
problems. 

“We were getting requests 
from aH over the world,” 
says Ms Hatcher. "And the 
idea was to stay small and 
let the Industry do the work. 
We needed a networking 
mechanism so that 
everything wasn't being 
funnelled through us.” 

The result was Green 
Hotelier, a monthly magazine 
covering environmental 
debates and providing 
updates on green 
developments with hi the 
industry. “Where possible, 
we give contact numbers 
and so now people are 
calling each other.” 

In the pipeline Is a 


purchasing guide containing 
lists of questions buyers 
should ask their suppliers. 

Mr Webster takes carpets as 
an example. “Is the material 
of natural or man-made 
fibre? How is ft going to be 
recycled? Does it give off 
any noxious gases? There 
are a lot of issues." He says 
that the guide Is “a way of 
giving the purchasing 
manager information with 
which to make decisions on 
what to buy”. 

The IHB's next project, 
however, is not so simple. 
The group is working on 
giadefines for the siting and 
design of hotels. This is a 
subject which generates 
intense debate as 
environmental groups argue 
that, however green a 
hotel's operations are, it may 
have disrupted the 
environment and displaced 
local inhabitants by being 
there in the first place. 

That's probably the trickiest 
issue,” says Ms Fletcher. 
“How do you continue to 
have growth and not have 
an environmental Impact? 

It's a bit of a paradox." 

Nevertheless, she 
maintains that much can be 
done to minimise that 
impact. The goal is to 
produce a manual that 
covers all sorts of things 
from the planning, fond use, 
site selection and design to 
undertaking environmental 
impact assessment that 
looks at potential risks, such 
as sea pollution, as wen as 
the impact on the 
community , D she says. 

After aQ, she argues, the 
industry depends on the 
quality of the environment to 
attract the customers that 
provide its business. “So it’s 
not in our interest to take 
short cuts. You just cut off 
your nose to spite your 
face.” 



Sarah Murray 
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HOTEL GYM S by Marian Edmunds 

Take care when 
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fit 


An increasing number of hotels are now providing more sophisticated facilities for health-conscious visitors 


Joggin g alone along city 
Streets can be da unting an d 
foolhardy even close to 
home. And finding a partner 
for running tennis or golf is 
not easy during a short busi- 
ness trip. 

But there are signs that 
the loneliness of the fitness- 
conscious long-distance trav- 
eller may be pacing as more 
hotels open gyms or form 
alliances with existing 
chibs. 

Many travellers now pre- 
fer a hotel with its awn gym 
ar swimming pool, and some 
even send a checklist of spe- 
cific requirements before 
making a reservation. “Does 
the gym carry a fun set of 
Olympic weights?" read a 
fax from a prospective guest 
to The Peak, the health and 
fitness club at the Hyatt 
Carlton Tower Hotel In Lon- 
don. 

Sometimes hotels receive 
requests for a treadmill and 
a set of weights in a guest's 
room Some hotel gyms will 
allow a treadmill or exercise 
bike but most draw the line 
at unsupervised use of 
weights. 

Travellers, no matter how 
accustomed to working out 
at home, must take care, 
says lan Beasley, a sports 
doctor and the team doctor 
for Chelsea football team in 
London and the British 
men's hockey team. 

Mr Beasley believes that 
in order to exercise sensibly 
the traveller must allow his 
or her body time to adjust to 
jet-lag and perhaps a differ- 
ent climate. 

He recommends pre-set- 
ting your watch to the time 
at your destination. “Walk 
about the cabin and stretch 


at regular intervals," he 
adds. “But most important of 
all Is hydration, both on the 
flight and at the destination, 
particularly if you are mov- 
ing in and out of air-condi- 
tioned rooms." 

Even people who exercise 
regularly should complete 
only 10 minutes on a bike or 
treadmill on the first day. 
increasing to 15 minutes on 
the second day," says Mr 
Beasley. A full-length pro- 
gramme should not be 
resumed before day three. 

“After a long Bight, expec- 
tations should be reduced," 
says Jill Hendry, the char- 
tered physiotherapist at Can- 
nons Health Club in the City 
of London. “Swimming is 
good because it will reduce 
stress on the joints after a 
long period of being static." 

David Banks, the Peak 
Club's health and fitness 
manager, says that while a 
light cardiovascular workout 
or a swim is good, a mas- 
sage. aromatherapy or pam- 
pering such as a facial is the 
best form of relaxation. 

A regular business travel- 
ler who also extols the bene- 
fits of massage is Lord 
Thurso, managing director 
of Fitness and Leisure Hold- 
ings which owns the Champ- 
neys group of health clubs 
and resorts, including the 
lavish Champneys Picadiiiy 
which has an agreement 
with the neighbouring Meri- 
dien Hotel. 

While travelling he does a 
moderate workout followed 
by a steam bath and a mas- 
sage. 

Massage and body therapies 
rather than sweaty work- 
outs are the main focus at 
The Metropolitan, a London 



In case of doubt, seek suprvtsion In the gym 


hotel designed for the media, 
music, movie and modelling 
sets. At first, the treatment 
room hours clashed with the 
guests' evening work sched- 
ules but now treatments are 
available both late at night 
and in guest rooms. 

So how can hotel gyms 
provide what the business 
traveller wants? Most are 
sustained by the corporate 
membership schemes or reg- 
ular members who expect 
high-quality equipment and 
a certain level of supervi- 
sion. 

Travellers axe advised to 
seek the same high stan- 
dards but should make basic 
safety checks. “Make sure 
that heavy equipment is 


stored safely," says Jill Hen- 
dry of Cannons. 

“On multi-gym equipment, 
malm sure that pulley ropes 
and straps are not fraying, 
and that pins to fix the 
weights are secure,” says lan 
Beasley. 

If the instructions on a 
machine are in an unfamil- 
iar lan g ua g e seek the advice 
of a qualified instructor. “On 
bikes, treadmills and step 
machines, follow a manual 
programme where you can 
adjust the speed and diffi- 
culty," says Mr Beasley. 

Mr Beasley does not dis- 
courage people who do not 
belong to gyms from sam- 
pling a chib while on their 
travels, but he advises cau- 


tion. “Don't go mad. Men, 
particularly, tend to imagine 
they are as fit as they were 
10 years ago." 

“Most guests arrive know- 
ing which machines they 
need to follow their pro- 
gramme," says Emma Bel- 
lamy, club manager at the 
Apsley Health Club in the 
Hyde Park Inter-Continental 
Hotel in London, “but many 
need guidance or simply 
want you to be there." 

Guidance is taken several 
steps further these days with 
teams of personal trainers 
on stand-by at many hotel 
gyms. Personal training ses- 
sions or massage and other 
treatments at the Apsley 
often are booked by wives of 
American businessmen who 
are working in London for 
days or weeks at a stretch. 

Is catering to health-con- 
scious guests lucrative for 
hotels? According to Lord 
Thurso, hoteliers like to 
offer health and fitness facil- 
ities to guests. But the loca- 
tion of gym, be it in hotel or 
an office block, will be irrele- 
vant to the success of the 

“A health dub can add 10 
percentage points to a 
hotel's performance, but 
while 90 per cent of clients 
may prefer a hotel with a 
pool or health dub, only 10 
per cent are likely to use the 
facilities." 

Hotels which plug into the 
facilities and expertise 
offered by established health 
clubs provide guests with 
something superior to what 
a hotel alone could offer. 
Long gone are the days 
when a back room with an 
odd collection of machines 
win pass muster. 
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If your business trip spans a weekend you might have the opportunity to explore some of the pleasures 
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It’s so easy to get hooked . . . 
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Flyfishing should be elegant and effortless. Well, that’s one of the first lessons of theory waiting for the novice angler 

nikit kU— aLa »hA pnmnlolo with 


The wind blew down the 
valley in great whooshing 
gusts. Hailstones lashed at 
my cheeks. I was standing 
waist deep in the middle of 
a river in spate in the 
west of Ireland. The 
flyfishing line had become 
entangled round a thick 
gorge bush. Panic set in 
when I realised my waders 
were shipping water. 

A passing fanner saved 
the day, pulling me to safety 
with the aid of a pitchfork. 
Another day of living 
dangerously a "d not one fish 
to take home. It was then I 
decided - musing over a hot 
whiskey as limbs slowly 
came back to life and steam 
rose from socks in front or a 
roaring fire - to take a 
flyfishing course. It was the 
only way I would ever hook 
a salmon. 

In the mid 198Qs Peter 
Mantle paid I£ 200 .Q 00 for a 
derelict fishing lodge, three 
lakes, one-and-a-half- miles 
of river and 600 acres of land 
on the fringes of Connemara 
in County Galway. Delphi 
Lodge, once the sporting 
base of the Marquis of Sligo, 
is now one of the premier 
fishing centres in Ireland. 

Delphi r uns flyfishing 
courses through most of the 
February to September 
Ashing season. Novices 
nervously arrive on a 
Thursday evening: they 
depart on Sunday, ready to 
do battle with any sprightly 
salmon or trout tbat 
happens along. 

“Flyfishing should be 
elegant and effortless,” says 
Mr Mantle. “It's not easy, 
but we've never had a 
hopeless case. People fall in 
love with the beauty and 
rythmn of it alL” 

Courses at Delphi are 
limited to no more than 
eight at one time. Peter 
O'Reilly, one of Ireland's 
leading exponents of the art 
of fly fishing and author of 
several books on the subject 
is in charge. 

First there is a session in 


the library, complete with 
diagr ams and flip charts. 
“Theory is vital." says Mr 
O'Reilly. “People need to 
know why they have to cast 
In a certain way. They have 
to try and understand the 
ways of the fish. They also 
need to know the tools of the 
trade - how to match rod. 
line and reel and which flies 
to use." 

Then it's out onto the 
large lawn, cradled between 
the hills of the Delphi valley, 
to begin the serious business 
of casting. Little pieces of 
wool are tied to the end of 
the line instead of flies. Fly 
hooks, used wrongly, can be 
dangerous. I once launched 
my hat into the far distance. 
An ear still bears the scar of 
an over-hasty cast 

"Good fly presentation is 
what it's all about,” says Mr 
O'Reilly. “It’s not strength 
you need but delicacy." 

His voice has a soft. Irish 
borderlands burr about it, 
gentle as a well-cast line Call- 
ing on the water. Flyfishing 
is like ikebana, continually 
striving for perfection. 

After half-an-hour, my arm 
is aching. It’s a bad sign. A 
poor golfer tires far more 
quickly than a good one. So 
it is with flyfishing. We 
break for a hearty lunch. 

“People make jokes about 
learning to fish on the 
lawn,” says Mr O’Reilly. 
“Yet it's vital to master the 
technique before you go on 
the water. If not the whole 
business is very frustrating.” 

Over the next 48 hours we 
learn a dazzling array of 
casts - the overhead, the 
side, the backhand and the 
slack line. If I never catch 
another fish at least my ten- 
nis will be better. 

Casting into the wind, par- 
ticularly in the west of 
Ireland where the trees are 
bent horizontal from the 
harsh Atlantic breezes, 
needs a great deal of concen- 
tration. 

At dinner, a mighty 
four-course affair accompan 
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It is difficult to believe that so many men 
fought in such a small area at Waterloo 


Europeans might already be vey some of the action and 
trading in a single currency horror, drawing heavily on 
if it had not have been for the 1970 epic movie of the 


torrential rain in a 
gently-ridged field just 
outside Brussels more than 
180 years ago. 

If it wasn’t for the rain, 
most of Napoleon's agenda 
for Europe might have been 
achieved, including a single 
European currency. As it 
was. the French emperor's 
troops were hindered by the 
weather and he saw his 
dreams for a unified Europe 
die, along with more than 


same name. Nearby stands 
an ornate rotunda, within 
which is a 360-degree pan- 
orama painting of how the 
battle would have looked 
from that point - a 19th cen- 
tury precursor to Imax cin- 
ema tor virtual reality. 

Also at the site is a wax- 
works museum, depicting 
the uniform and characters 
of the event. The old-fash- 
ioned air of the rotunda and 
waxworks reflect how Water- 


40,000 men, in a field near a loo has been seen by sightse- 


vtilage called Waterloo. 

Brussels today teems with 
European institutions, 
departments and 

bureaucrats with all the 
resultant politiking and 
wrangling, but today's 


ers almost since the moment 
the smoke cleared. 

The finest view of today's 
scene is from the top of the 
massive Butte dti Lion - a 
conical mound some 125ft 
high which is crowned with 


Starting with the bastes David McEvoy (left) gives mstmetion to wannabe fly fishennan Ktefan Cooke 


ied with lashings of wine. I 
discovered I had a blister on 
my thumb. Obviously a sign 
of bad Line usage. 

Mr Mantle says flyfishing 
was once viewed as an elitist 
pastime but times bave 
changed. “Flyfishing has 
become a lot more accessible 
in recent years. Lots of riv- 
ers and lakes have been 
stocked with trout Flyfish- 
ing is no longer the preserve 
of the wealthy landlords and 
the tweed set 

“People of all backgrounds 
and ages come here to learn. 
One of our best students was 
a 10-year-old. More and more 
women are taking up the 
sport; often they are for bet- 
ter than the men - they 
seem to master the tech- 
nique and delicacy of flyfish- 
ing quicker.” 

Before collapsing into bed 
I practise casting in front of 


the bathroom mirror. Bring 
up the rod slowly, then flick 
back, pause and tap forward. 
The line arcs out, gently Ids 
sing the water. A silver flash 
and a mighty salmon takes 
the fly. If only it was so 
easy. 

After another session on 
the lawn we move to the 
river, then, on the final 
morning, the lough. There 
are different techniques for 
fishin g from the hank and 

fishing from a boat At least 
my rythmn is improving. 
“It’s an addicition,” says gr 
O’Reilly. “Our biggest prob- 
lem is stopping people work- 
ing too hard. The enthusi- 
asm Is catching” 

The fishing season is now 
closed. I am still practising. I 
have repaired my waders. 
Next February 1 I will be 
there, casting into the wind. 
Salmon, watch out. 


THE UK by Michael Thompson-Noel 


Here’s a port 


visitor to the little city can a victory lion. The butte was 
still visit the field where a raised by the Dutch to mark 
more fundamental and spot where the Prince of 
bloody conflict took place on orange was wounded in the 
a Sunday afternoon in June shoulder - a remarkable 
1815. concept given the numbers 

Just 18km south of w jj 0 died, especially as the 
Brussels, a short Journey by prince himself said be was 
car or train, lies Waterloo, hurt « on j y s lightly". 


to warm to 


Picturesque it is not, but Bristol provides 
many glimpses of prosperous trading days 
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We dance, they dribble. 


If you were to arrive in 
Bristol ignorant of its 
ancient or recent history, 
you would conclude that it 
was just another ugly Brit- 
ish city, a monument to bad 
planning, bad architecture - 
especially bad 20th century 
architecture - and bad gov- 
ernment. 

And you would be right 
But you would also see that 
Bristol, unlike many other 
British cities, is, thanks to 
its docks and the way it hap- 
pens to have grown, rela- 
tively spacious. 

As a result, the dereliction 
and ugliness are not particu- 
larly concentrated. Indeed, 
after a day or two you would 
warn to Bristol which is the 
regional capital of south- 
western England. 

Picturesque it is not. hot it 
is one of Britain’s most 
interesting and lively cities. 

A little history helps. At 
many times in its past Bris- 
tol has been England's sec- 
ond city and one of its busi- 
est ports. Trade with Europe 
and America encouraged 
Bristol's traditional indus- 
tries of tobacco, chocolate 
and wine. 

Throughout the centuries 
its greatest benefactors have 
been merchants and busi- 
nessmen. such as Edward 
Colston, flie Wills family and 
John James. 

Bristol says a city guide- 
book, has always been enter- 
prising and pioneering. It 
was from Bristol that John 
Cabot set sail on the voyage 
that led to his discovery of 
the American mainland- in 
Bristol that Isambaid King- 
dom Brunei's SS Great 
Britain, the world's first 
iron-hulled, propeller-driven 
ship, was launched, and 
in Bristol that Concorde, the 
Anglo-French supersonic jet 
airliner, was built. 

“This pioneering spirit,” 
says the guidebook, “per- 
haps explains the unruly, 
tree-ranging appearance of 
Bristol The present-day city 
lacks a coherent centre and, 
though there Is an abun- 
dance of historic buildings, 
there are few mon ume ntal 
public b uilding s." 

Bristol has never been a 
capital city, never possessed 


so much to do In Bristol that 
visitors need to be careful 
how they use th e ir time. The 
official visitors’ guide, Bris- 
tol: A Different City, is useful 
(it costs £1), and so is Bristol 
First: City of Discovery, 
Invention and Enterprise, by 
John Sansom (Redcllfle 
Press. £6.95). 

What to see? A good idea 
would be to follow the mari- 
time trail suggested in the 
visitors’ guide, one of four 
trails whose details can be 
picked up from the informa- 
tion centre in St Nicholas 
Street, where the ma ritim e 
walk starts. I followed it 
part of the way; the 
foil circuit takes fourandra- 
half hours. 

At Reddiffe Walk you can 
take in the Matthew Visitor 
Centre and learn about 
Cabot’s voyage from Bristol 
to Newfoundland in 1497, 
“discovering” America 
before Columbus. In turn, 
the Maritime Heritage Cen- 
tre documents 1,000 years of 
shipbuilding in Bristol, from 
sail to diesel Next door is 
the SS Great Britain, the 
largest ship in the world 
when built In the early 
1840s. 

Other attractions covered 
in some detail in Bristol 
First include the Exploratory 
Hands-on Science Centre at 
Brunei's original (1840) Tem- 
ple Meads railway station; 
the evolving Empire & Com- 
monwealth Museum, also at 
Temple Meads; the City 
Museum and Art Gallery, 
where you can buy modem 
examples of Bristol blue 
glass, from earring s to ships' 
decanters, which are attrac- 
tive even if not quite match- 
ing the almost-viokd hue of 
the original stuff; Clifton 
Suspension Bridge (the 
“wonder of the age" in the 
1830s). 

There’s Harveys Wine 
Museum in Denmark Street, 
housed in 13th century cel- 
lars, where, it is said, you'll 
be offered a free glass of Har- 
veys Bristol Cream sherry so 
long as you are more than 18 
years of age; Royal York 
Crescent, said to be the lon- 
gest crescent of terraced 
bouses In Europe; the leaf y 
suburb of Clifton, immortal- 


i now practically a suburb, 
, with low-rise Low Countries 
architecture and modern 
i boutiques and restaurants. 

The town manages a 
discreet nod towards its 
historical significance, with 
a low-key museum in the 
centre. This former coach 
house was where Wellington 
set up his headquarters for 
the battle and contains 
rooms of letters and 
armoury, and it was from 
here that the British 
commander wrote his 
victory dispatch. A display 
at the back explains the 
build-up to the battle, 
including a description of 
the eve when the Duchess of 
Ri chm ond held a society ball 
in Brussels. 

Opposite the museum is 
the domed church of St 
Joseph and it is sobering to 
step , inside and read the 
plaques that can only hint at 
the scale of the human 
losses. On a Saturday it is a 
popular spot for weddings - 
on the battle day it served as 
a hospital and morgue. 

The main battlefield where 
the Allied forces met Napo- 
leon’s army is exceptionally 


The building of the mound 
10 years after the battle 
required moving huge 
amounts of soil and there- 
fore softened the contours of 
the battlefield, but it is still 
possible to survey ridges, 
ditches and key buildings 
that were to prove essential 
to the Allied victory over 
Napoleon. 

The important areas of the 
battle remain intact. The 
main ground is now farm- 
land, but the buildings, the 
names of which echo in 
schoolboy memoriews, such 
as the Chateau of Hougou- 
mont and l*Haie Sante, still 
stand. To see their situation 
is to appreciate how essen- 
tial they were to the Allied 
victory. 

The short walk down an^ 
agricultural path to Hougou- 
mont fallows the slightest of 
ridges, behind which Wel- 
lington’s men flattened 
themselves to the surprise of 
the oncoming French cav- 
alry, some 5,000 horses 
abreast on one charge. A few 
headstones still stand to 
mark some individual vic- 
tims of the carnage. The 
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well preserved. A few kilo- destruction of that day obvi- 
metres o utsid e the town its ousty still moves people - on 


undulating landscape covers 
a surprisingly small area. 

It is difficult to believe 
that a space only three miles 
wide and one-and-a-half- 
miles long contained some 
140,000 men in bitter conflict, 
and the numbers swelled by 
a further 52.000 later in the 
day when the Prussians, 
under BIQcher, rode to the 
Allied rescue. 

On the day itself the 
ground was sodden from sev- 
eral days of torrential rain, 
but today’s visitor can sam- 
ple the Waterloo experience 
without stepping outside. 

The visitor's centre pres- 
ents an audio-visual descrip- 
tion of the events with slides 
and a ligfatshow tracing the 
troops' movements and key 
stages of the fighting. A 
short film attempts to con- 


the day I visited someone 
had left a rose on the head- 
stone marking Lieutenant 
Augustin Demulder. a 30- 
year-old from nearby 
Nivelles. 

Every five years the battle 
of Waterloo is “fought" 
again, with 2.000 to 3,000 
enthusiasts dressed in rep- 
lica uniforms re-enacting the 
events of the day. The next 
is to be held in June 2000. 

Throughout the museum 
and visitor centre exhibits It 
is the image of Napoleon 
that dominates, to the extent 
that it almost appears that 
he was the victor on June 18 
1815. But then, as European 
countries today take steps 
towards unity, perhaps the 
charismatic French leader 
and his visions for Europe 
did conquer after ail. 


rrs time to move on. Things seem to have run their course. 
New ideas are required, and more elegant solutions needed. 
It’s necessary to look elsewhere for Inspiration. 

Portman are no 4 . We're different And we’re good. So, today, 
more and more companies are opting for our kind of style 
when it comes to the delivery of an effective travel 
management service. 

Of course, we are well versed In all those smart steps that 
ensure an efficient control of our client's travel spend. But we 
believe what really matters is the ability to stay an our toes 
without stepping on yours. That demands a strong formation 
combining expertise, professionalism and flair. 

It means that our teams are selected with creativity and 
personality dearly in mind. It's what marks our service apart 
from those who prefer to plod along 10 the usual refrain. 


And as the UK's largest independent, ift an approach you will 
find replicated throughout our nation-wide network of nearly 
50 offices, and globally through 5000 locations world-wide. 

Have you ever felt you're dealing with people for whom sendee 
delivery is a waltz when you need it to be a qukk-step? 
Indeed. Maybe ifs a good opportunity to switch to a travel 
management team that will trip the light fantastic for you 
when others just trip up. 

Fall on your feet Speak to Portman. 

Call Lesley or Brian on 0800 731 1627 

e-mail: lcoflinsoportmantravel.co.uk ✓ ~ s v 

or blawleroportmantravri.co.uk f 


PORTMAN 


in a league of our o*i' 


an ancient university, and 
only for fleeting periods Iras 
it been any sort of fashion 
centre. 

Yet for centuries it has 
thrived, and it thrives stfU, 
having become, in the past 
two decades, an important 
regional huh. Bris- 

tol recovered well from the 
recession of the early 1990s, 
and has high hopes of pull- 
ing itself up further. 

One of its most Impressive 
developments is the Har- 
bourside project to install 
cultural educational and 
entertainment facilities in 
and around the city’s central 
docklands area, which has 
been semi-derelict since the 
1960s. On paper, this is per 
haps one of western 
Europe's most impressive 
schemes for urban revitalisa- 
tion. 

Even without the Harbour- 
side scheme, there is already 


ised by Sr John Betjeman; 
the Theatre Royal (oldest 
working theatre in Britain); 
the Red Lodge; Bristol Zoo; 
the New Room, built by 
preacher John Wesley in 
1739. later to become the 
first Methodist building in 
the world; and so on. 

There are plenty- of hotels. 
I stayed at the Hilton 
National, near the railway 
station, which is mmftirfaihig 
and unpretentious, thn n g h 
on another occasion I might 
have booked myself into The 
Gfrand. which is even more 
central wnfl occupies a hand- 
some building in Broad 
Street 

There are also plenty of 
restaurants. For a checklist 
of the good and the great in 
Bristol and in surro unding 
counties, get a copy of the 
7598 Guide To Good Food In 
The West Country, edited by 
Tom Jaine. 
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Amsterdam’s diamond cfi Strict is a popular spot for business visitors and tourists aBke 


Veronica Garbutt 
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For reservations call 0171 370 6600. 
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Catering to our guests is our number one priority at Renaissance Hotels and Resorts. 


In fact, it’s the essence of Renaissance Hospitality?” It means if you make a request, rt is graciously 


attended to. No matter what. And at every Renaissance hotel, you'll enjoy superb dining, 


comfortable accommodation and a warm, inviting atmosphere. There are over 80 Renaissance Hotels 


and Resorts in 26 countries worldwide. And guests come first in each and every one of them. 


It's time for a Renaissance. 




RENAISSANCE 


HOTELS AND RESORTS 


- Now earn points toward free 
holidays at participating 

Renaissance Hotels & Resorts. 
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Far reservations and iriwmation; Asia: Au^ralia: 1 S00 222 431 New Zealand: 0 800 441111 Hong Kong: 2525 9966 Indonesia: 001 800 852 2434 Tokyo: 81 3 5405 1511 Japan: 0120 222 332 Malaysia:. 800 7706 
Singapore: SOG 352 3124 South Korea: 0078 852 1 2436 Taiwan: 0800 85.5316 Thailand: 001 800 852 2435 Bmpn Austria: 0800 201 386 Israel: 177 4404475 Spain; 900 9B 89 17 Portugal: 0505 44 11 07 England: 0800-181737 
Ireland: 1600-252627 Switzerland: 155-2620 Sweden: 020-795107 Denmark: 800-10113 Norway; 800-11022 Finland: 9800-14423 Germany: 0130-812340 France: 0590-6540 Belgium: 0800-13219 Netherlands: 06-0227337 
Italy: 1678-72090 Hungary: 00800-11914 Luxembourg: 0800-2270 Wwaft renaissartcehotels.com 

Renaissance Locations: Asia-Pacific: China: Hong Kang (3) • India: Goa • Japan: Gilu. Naruto, Okinawa, Sapporo. Tokyo • Korea: Seoul • Malaysia: Kuala Lumpur (2), Melaka, Sanclakan • Myanmar: Yangon • 
Philippines: Manila • Vietnam- Saigon <21 • Australia: Sydney • Europe: Austria: Vienna {2), Salzburg * Czech Republic: Prague * France: Paris • Germany: Chemnitz, Cologne. Dusseldorf. Hamburg. Karlsruhe, 
Leipzig, Munich • Russia: Moscow • Switzerland: Zurich • The Netherlands: Amsterdam ■ United Kingdom; London Heathrow ■ Turkey: Antalya, Istanbul • Middle East Egypt: Alexandria ■ Israel: Jerusalem • 
United Arab Emirates: Dubai • North America: Arizona: Scottsdale ■ California: Beverly Hills, Indian Wells, Long Beach, Los Angefes, San Francisco (21 • Colorado: Denver • Washington, D.C. (2) • Florida: Orlando (2). 
St. Petersburg • Georgia: Atlanta (3). Lake Lanier • Hawaii.- Maui • Illinois: Chicago, Oak Brook, Springfield • Maryland: Baltimore • Massachusetts: Boston • Missouri.- St. Louis * New York: New Ybrk. White Plains ■ 
Ohio: Cleveland ■ Tennessee: Nashville • Texas: Austin, Dallas (2), Houston • Washington: SeaWe • Canada: British Columbia: Vancouver • Ontario: Niagara Falls • South America: Brazil: &3o Paulo • Q rrift/htfff 
Dominican Republic: Santo Domingo • Grenada: SI. George's • Jamaica: Ocho Rios ■. U.S. Virgin Islands-. St. Thomas • 

Look fc these new locations opening soon; United Kingdom: Gatwick, Manchester. Reading • Israel: Tel Aviv 
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